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STUDENT FINANCIAL ASSISTANCE
(Miscellaneous)

WEDNESDAY, FEBRUARY 27, 1974

House or REPRESENTATIVES,
SrECIAL SUuBCOMMITTEE ON EDUCATION
or THE CouarrTeEE oN Epucation AND Lanor,
Washington, D.C.

The subcommittee met at 9 a.m., pursuant to call in room 2257,
Rayburn House Office Building, V\}ashington, D.C., Hon. James G.
O’Hara presiding.

Present : Representatives O’Hara and Dellenback.

Mr. O’'Hara. The special subcommittee will come to order.

As many of you are aware, this subcommittee meeting yesterday in
open markup session agreed to legislation which will, I believe, im-
prove access to guaranteed subsidized student loans for a great many
students from middle-income families.

In the course of that markup session I reiterated for the record what
I have said & number of times earlier in other places. I said yesterday
that as chairman of the subcommittee which has jurisdiction over
student aid programs I intend to move forward rapidly and with a
target date in this session to examine the operation of the existing
student assistance package, title IV of the Higher Education Act,
and to develop a new title IV to the extent that that appears to be
ne;essary to put into place before the existing law expires on June 30,
1975.

It seems to me that we must move now because lead time is essential.
If we are going to be able to give a thorough review to the program and
make whatever changes seem to be needed we are going to have to give
the student community, the educational community, and the lenders
and everyone else advance notice of what it is we are trying to do so
they can gear up for the new program.

t could be a tragedy if we tried to put into effect modified pro-
grams without sufficient lead time so that we would end up with
students denied assistance while the agencies that deal with student
assistance were trying to figure out the new law. '

We want to give them ample opportunity to do that before the time
comes for them to use that law. This is not, as I have said before, a
new undertaking, nor is it something we are now just about to begin.

On the contrary. I think the hearings and the field studies that this
subcommittee has undertaken over the past year have been an integral
part of the process of review of title IV.

But we are now ready to accelerate the process, and, with your
testimony todav we will, hopefully, move considerably closer to the
conclusion of which I have spoken.

1
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Our witnesses today appropriately speak for those Americans for
whose benefit title IV is intended, and for whom whatever we develop
in these hearings must be designed, the students in postsecondary
edneation.

<he National Student Lobby is an ambitious undertaking to serve
as a voice for students in all parts of the country and all walks of life.
That organization is currently conducting a national legislative con-
ferenee here in Washington and, at their request, I have invited the
lobby to send a group of students here today to talk about their
experiences with student aid programs and their proposal for new
programs.

The witnesses are Peter Wong of the University of Southern Cali:
fornia, Lee Altsehler of the University of California at Berkeley,
Junet Maciejewski, who appeared before us last week as well, from
the University of Wisconsin at Madison, and Bob Rodriguez from the
State Tniversity of New York,

We would appreciate it if you would proceed in whatever manner
you have arranged among you.

STATEMENTS OF PETER WONG, UNIVERSITY OF SOUTHERN
CALIFORNIA; LEE ALTSCHULER, UNIVERSITY OF CALIFORNIA
AT BERKELEY; JANET MACIEJEWSKI, UNIVERSITY OF WIS-
CONSIN AT MADISON; BOB RODRIGUEZ, STATE UNIVERSITY OF
NEW YORK; AND BEN BLOOM, FERRIS STATE COLLEGE, BIG
RAPIDS, MICH,

Mr. Broost. Good morning, Chairman O'Ilara and members of
subcommittee.

My name is Ben Bloom, I am a student at Ferris State College in
Big Rapids, Mich. I am also a member of the National Student Lobby.

We wanrt to thank you very much for the opportumity for the
National Student TLobby to testify before your subeommittee on the
administrationi of {inancial aid programs. We are very grafified by
the coneern which your snbeommittee has shown in this area, which
is one of vital concern to all of the students of this country.

Tt is my pleasure to introduce the four members of the National
Stwdent Lobby who will testify before you today, They are Peter Wong
from Tos Angeles, Calif., Bob Rodriguez from New York City, Janet
Maciejewski fron1 Madison, Wis., and Tee Altseller from Berke-
Tex. Calif.

These people will be making an oral presentation and will provide
the subcommittee with a much longer witness statenent for inclusion
in the record.

Tt is now my pleasure to introduce Peter Wong.

Al Woxa, Good morning, Mr. Chaivman and members of the sub-
committee. T am Peter Wong, editor of the Daily Trojan at the 17ni-
ver<ity of Southern California. T am pleased to appear this morning.

T wonld like to confine myv remarks to two major topies and leave
the rest of my comments for the record. As yon know, the basic
anthorizine legizlation for student assistance programs, the Educa-
tion Amendments of 1972, will expire next year,

Tn the consideration of new Iegislation I urge the Congress, par-
tieularly this comunittee, to continue all present programs, As you

5
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know, in its budget requests for fiseal 1974 and 1975, President Nixon
lhas asked for the termination of supplemental grants and new direct
loans and has placed the work-study programs under a State funding
situation. ‘ ,

His attempt on two programs clearly violates the letter and inteut
of the 1972 law. Last year the Congress refused to go along with this
Presidential suggestion. Mr. Chairnman, I believe you put the congres-
sional response best. when you reportedly told your ¢olleagues, “Let us
obey the law the way we wrote the law, and let ns turn down the
request of the administration that it be granted amnesty from obsery-
g a law whicl it {inds uneomfortable to live with.”

I hope you and your colleagues will stand firm again this year, and
wlien it comes time to draft new aunthorizing legislation, the programs
high on his enemy list will be higher on the congressional retention
list. ‘

Sueh programs as supplemental grants, worlk-study, and direet loans
should be retained because they provide the flexibility the institu-
tions require in meeting the financial needs of studeuts, the support
students roceive from such direet aid programs as basic grants and
isused loons.,

I wonl.t alzo like to speak briefly on the basic edueational oppor-
tunity grant program which has had a diflicnlt time on onr campus.
I havea few suggestions for the improvement of the program.

First, the subcommittee must msure that one workable applica-
tion form and one workable confidential finaneial statement be estab-
lished as part of the regular procedures for basic arants.

" Students, parents, and financial aid officers will appreciate the sim-
plification of the needlessly complex procedures which currently must
be followed in preparing the basic grants,

Althongh a task foree of the Office of Iidueation has made this a
high priority, I feel it is the subcommittee’s duty to see that the
appropriate officials act and make sure this problem issolved.

Second, a suggestion already made by the chairman of the subcom-
mittee for the inelusion of a seetion on the application form for basie
grants so that a student can judge his eligibility for the program and
estimate the size of his grant hefore he vends his application to the
national processor.

This self-computation seetion would help shudents, parents and
financial aid officers tremendously.

Third, a procedure should be adopted hy which students, parents
and financial aid oflicers may caleulate reduetions in individual hasie
grants if the Congress does not approve the appropriation for the
program at a full-funding level.

If the program is funded, say, at 60 per-ent of what are considercd
full-funding levels, what will be the impat on the individual students®
estimated grant? The interested members of the publie, as mentioned
above, or, at the very least, national processing services should be ablo
to determine the impact of appropriations at less than full funding
go that students and institutions can be informed promptly of the size
of the grants.

Thank you very much, and, as I say, I will file additional material
for the record.

Mr. Roporigrez. Mr. Chairman and members of the committee, I
would like to thank you for the opportunity of testifying here today.
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I appear here today on behalf of the Student Assembly of the State
University of New York, an organization representing 72 campuses.
and 382,000 students of the State University of New York to identify
some of the current problems of the administration of student finan-
cial aid programs. .

The greatest problem in the administration of the basic opportunity
grants program in its first year is the extremely late date at which
Funds for the program were appropriated. I cominend the committee's
efforts to create a unified program of Federal student financial aid, but
such a goal is unrealistic unless BOG is funded well before the be-
ginning of the academic year for which the awards are to be made.

Presently, the BOG program discriminates against low-tuition in-
stitutions, a feature which creates pressure for increasing college tu-
ition. Instead of developing a separate cost schedule for students
attending low- and high-tuition institutions, the BOG regulations
consider students in the same sliding schedule and then add on restric-
tions that penalize the student attending a low-cost institution.

No grant can be awarded that exceeds 50 percent of the cost of the
institution, and under the preseut level of funding, no grant can ex-
ceed 50 percent of the need which is defined as the difference between
the cost and expected family contribution.

Because of these and other restrictious, it is unlikely even at full
funding that the program would provide significant aid to middle-
incone students attending low-cost nstitutions. To alleviate this prob-
lem, we recommend a modified formula for low-tuition institutions
as a supplement to the student aid programs,

The BOG definition of the cost of attendauce is unrealistic. Table
I'in my testimony will illustrate the State University of New York,
and define the cost to be about $3,000 yearly, but the BOG regulations
can provide only $2.400, and even this amount is exaggerated because
of the regulation cited above that the BEQG grant cannot exceed 50
percent of the cost.

The most important factor here is that the BEOG regulatious only
allow $350 a year for books, supplics, travel and personal and other
incidental expenses. Another unrealistic regulation is that which allows
only $950 a year for room and board costs for those students who live
off campus, but not with their parents: many of whom have moved out
of the dormitories because room and board charges have become too
expensive.

Further, no consideration is given to the differences in the cost of
living expenses as they vary from region to region. The difference
between the cost of living in New York City and the upper areas of
New York State should be taken iuto account when determining the
award to which the student is entitled.

I wish to point ont some other arcas of importance with regard to
this program. The amount of pavental contribution demanded under
present BOG regulations are far too strict. Most financial aid officers
believe that the needs analysis standards used by the College Seholar-
ship Service, CSS, and the American College Testing Service, ACTS,
are also too striet. When compared to the BOG regulations promul-
gated by the T.S. Office of Lducation, they would almost appear
geuerous.
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Perhaps the committec should consider using an alternate filing sys-
tem for the BOG. By allowing the already existing agencies of CSS
and ACT to compute the BOG awards, the program would be one step
closer to coordinating the student financial aid package.

Let me commend the committee and the chairman, especially Chair-
man O’Hara, in his efforts to deal with all of these problems that I
have mentioned. The introduction of his bill will allow students from
families with annual incomes of up to $20,000 to qualify for fully
subsidized guaranteed student loans of up to $2,000 shows imagination
and insight into the problems that middle-income students face in fi-
nancing their post-secondary education.

Students are often compelled to submit records of parental income
even though they receive no moneys from their parents toward the
cost of their education. Determining whether or not a student is
ﬁnancml'ly emancipated from his or her parents is difficult.

Thus far, the BEOG definition of financial emancipation is fair, but
ver;” strict. We propose two amendments to the Federal regulations
governing the definition of financial emancipation.

First, the regulations should apply the three criteria for independ-
ence to the calendar year in which aid is requested, rather than to the
calendar year prior to the full academic year for which aid is requested.

This proposal would still permit documentation of the student’s
claims by submission of the Federal income tax réturn. We therefore
see no reason to include the additional semester.

The committee might also want to undertake a thorough study of
the college work stuﬁy program. Financial aid officers in New York
State have often complained of the irrational fund juggling that goes
on in this program.

The money available to a college for the work study program often
do not match the needs of the students at that college as well as the
realistic employment opportunities in that college’s community.

Many institutions are left with excess or insuflicient funds for the
student needs. There has been very little effort to study this problem,
and little information as to why the mechanies of CTS funding would
vary widely from institution to institution, but would appear to be
an area where funds aze wasted through misdivection.

A new method of determining the institutional appropriation might
closely resemble the one presently used for BIEOG.

In conclusion, I would like to thank youn on behalf of the students
of the State University of New York for your tireless efforts on our
behalf. I hope you will find our comments and recommeudations
helpful in your deliberations.

Mr. O’ITara. Thank you, Mr. Rodriguez.

1 am going to yield very briefly to Mr. Delleuback. '

AMr. Dennexeaog. I apologize that T won't be able to participate
the normal questioning. I am, unfortunately, due somewhere else
already. I have already read what the next witness has to say in her
staterent, and I will also malke it a point to read the record and talk
to counsel as well. )

I appreciate your input very much, and I have made some notes on it.
My thanks and my apologies.

Ms. Macerrwskr, Mr. Cheirman, T wonld like to thank you for this
opportunity to present the views of approximately 200,000 of Wiscon-
sin’s students on one of the Federal Government’s most pervasive
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student financial assistance programs, the guaranteed student loan
program, A

Specifically, T would like to address my remarks to two facets of tlie
guaranteed student loan program; one, the relationship between that
program and the new 18-year-okl age-of-majority, and two, the critical
problemns faced by students in regard to the repayment of student loans.

Approximately 40 States have now enacted legislation whereby
18-year-olds have all the responsibilities and almost all the prerogatives
or other adults. One prerogative which students who are 18 years or
older presently do not have is the ability to be viewed as adults for the
purposes of obtaining student financial assistance.

Although there may be valid arguments to support the continnation
of the present policy to view students as children for the purpose of
awarding aid under the various Federal grant programs, these argn-
ments lose a great deal of their validity when one speaks about loan
programs. '

It is the student and not the parent who has the primary responsi-
bility to repay the loan which has been borrowed for educational pur-
poses. Given this fact, it scems incongruous to have the amount of
that loan based on parental resources.

I, as others speaking before me, support the abolition of the needs
test for the GSI. program. However, I would replace that needs test
not with a return to the status quo ante, but with a highly simplified
needs test based only on the student’s individual resources.

This -vould serve the purpose of not only placing GSI, loans in the
hands of the needy lower and middle class students, but would also
serve to recognize that the overwhelning majority of today’s students
are indeed adults.

This change alone, however, is not sufficient to solve all the problems
involved in student borrowing. Statistics indicate that student default
in the GSL program as well as in the other programs is increasing.

Although there are undoubtedly many reasons for this increase, it is
safe to assume that one reason relates to the well-known facts that
student costs are rising and that the normal undergraduate degree
does not provide the same degree of economic seeurity as it onee did.

When these facts are coupled with the inflexible repayment pro-
visions of the GSL program, default is inevitable. Expanded collection
efforts and loan counseling is not the answer.

What is needed is a repayment system based on the student’s abilit v
to pay, that is, some form of income contingency. Such a system is not
only highly equitable because it embodies the principle of progressiv-
ity, but 1t would also serve to encourage and enable students to remain
within the repayment system. '

Taken together, the recognition of age-of-majority and the adoption
of an income contingent repayment feature serve to provide greater
access to all students, for no longer will students need to depend on

arental contribution which may not be fortheoming or whiech may not
e desirable and no longer will students need fear that the amounts
borrowed under the GSIL program will not be able to be repaid.

Thank you, Mr. Chairman.

Mr. O’IHaraA. Thank you.

Mr Avrscmrvrer. Mr. Chairnnan, good morning, My name is Lee
Altsehuler and I am speaking today as student hody copresident of the
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- University of California at Berkeley and chairman of the University

of California student body presidents’ council.

I wonld like to divide my remarks into three parts, dealing witl
basic opportunity grants, the traditional programs and general
remarks dealing with all facets of finaneial aid administration.

We are pleased with the entitlement approach to the BOG program
beeaise we reafize it may incerease aceess to low- and middle-income
students, We have encountered with UC the administrative difliculties
which we feel might spill over into other systems and which this com-
mittee might correet.

One of these problems is the three different overlapping deadlines
that students wut nweet to apply for {inaueinl atd. In California, tor
example, the State Scholarship and Loan Commission, which requires
the purents confidential statement must be filed by November 24,

In addition, institutional aid, such as college work study, NI
and SEOG, must be filed by Jannary 15 in the year preceding envoll-

T ment, again with the parent’s contidential statement, On top of that

there is the BOG program,

Chr solution is that 1f Congress and the Otlice of dueation could
agree early enough in the year vn what DOG information require-
ments are, it wonld be possible for the CSS parent’s confidential
stutenent ed the ACT dinancin] statement to request the same
informaiion.

Another digieulty s the family contribution sehedule which we
feel ereates parvaewler Lardship on lower-tniddle-incone and widdle-
incotae sieients, While we 1oalize a deliberate decision was made
setting up this schedule to husband seavee resonrees, the galloping
Adntlution raie ansd unrensonableness of the POS, OSS and BOG
< dediles arve foreing <tadents with veed to shoulder huge luans
or request their families to suffer in their life styles.

For exawple, at the University of California there ave »0000
wederptaduate stwdenats, Last vear there were 23,000 students with a
proven linancial need. Of those 25,000, 7.000 were freshmen. Of those
Ta, only ST requested and reeeived BOG grants,

To solve this problem we would request that the amount of
perental as<etz exeluded from the family contribution sehiedule bo
teereased to £15.000, 1f not $20.000. In California partienlarly, with
the style of single dwelling, we feel that individnals who own homes
are diseriminated against beeause they follow the common life style.

In the aren of eategorieal aid, when speaking of college work
stidv, SEO: and NDSL, several thoughts come to mind regarding
the ctiiciency of shrinking dollars and hiow they are distributed to a
rising unmber of sehools.

The allotment formulas of 1972, eoupled with the freeze on iun-
erensing dollars mean that some States, like California, bear the
brunt of fiseal disserination. In particnlar, while approximately
8770 million was available for the three programs, California re-
ceived 87T million, or 10 pereent.

At the same time, however, we cnrolled over 15 percent of the
nationwide student body in higher eduncation. To us this is clearly
diseriminatory. We would therefore suggest that State allotment
formulas be changed so they are strictly tied to the State proportion
of ngtional postsecondary enrollment.

Ric 1
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We would also suggest that the year to year cost-of-living increase
factor be built into the authorization for these programs so that no
grant islost to inflation.

Speaking now on the administrative aspects of the program. several
thoughts come to mind. To ns it is very 1ronie that while the amend-
ments were passed In 1972 for these acts, there is still to be a promul-
gation of the regulations fron: the IEW regional offices and vet
now we are considering amending these regulations.

Secondly, the lack of information from TIEW, both by letter and
in person, is making a tremendous hardship on campuses both to
students and financial aid officers. At 17C, we have had a letter into
the Region 9 Office of ZIEW for 5 months, which has gone unanswered

The third point is in terms of counseling. We fecl that while there
are more Federal programs now, these programs are not known
to students until they are in the 11th or 12th grade, but at this point
many students have already decided what courses they are going
to take and have been tracked into either vocational programs or
academic programs. '

For this reason we feel that inforination regarding financial
aid programs should be available to stndents in the eighth and
ninth grades, when they are making the decision whether to pursue
a vocational or academic course.

Lastly, we would request that a greater allowance be made for the
BOG and FISL programs. At the University of ("alifornia, anproxi-
mately $2.3 million is spent on these programs. This money does not
come from the State, nor does it come from the nniversity. It comes
from the student fecs; and we would request that instead of students
paying for the administration of this program, the Federal Govern-
ment pick np this cost. Thank yon.

Mr. O'Hara, Thank yon very mmnch.

I can say, without qualification, there has been no occasion in the
brief time that I have been chairman of this subcommittee when I
have gotten so much food for thonght in snch a short period of time
and in so few words.

T want to compliment all of vou for the wav in which von have
presented yonr testimony. T understand Mr. Wong has been trained
in these talents by a master, Senator Metcalf. Ts that correct ?

Mr. Woxe. That is correct, Mr. Chairman.

My, O’HArA. Senator Metcalf, as von know., is very sood at saving
# lot in a few words. T can see where you have acanired that from him.

Let me review some of your snggestions. T think Mr. Wone, my
own feelings before we complete these hearings—T misht change
my mind as we go along—is that we mnst have institntional-hased
programs for stndent aid oficers to put flexibility into the systom.
Otherwise, it istoo inflexible.

There must be a continuation of some form of institntional-hased
student aid to allow adjnstments to partienlar problems that arise.
T don’t think we can go entirely to individual entitlement and
flirect assistance,

T think vonr snggestions abont simnlifvine erant anplications,
nroviding self-computation and the quick methad to compnte short
forms, aporopriations, and the effect they liave on individual stu-
dent’s entitlement, are certainly worth onr consideration.
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Mr. Rodriguez made one of the most revolutionary suggestions
and I think most worthy of consideration, and that is that we give
serious consideration to the value and efficacy of the one-half limitation,

To me, when the one-half provisions are operating, especially one-
half of the difference between what the stugent can scrape up and
what it is going to cost is like throwing a 15-foot line to a man that
is drowning 30 feet oft the dock. There is just no way it is going to
help him.

I think we have to look into whcther or not those 50-percent
requirements are helping the program or hindering. My own
suspicion is it is hindering. I will look into that..

I also enjoyed your suggestions with respect to tlie family con-
tribution schedules. It is the suspicion of a number of us on the
committee—Mr. Dellenback and I particularly—that the BOG family
contribution schedules have been arranged, not with an eye toward
the contribution in the wovds of the law that could “reasonably be
expected,” but instead, with an eye toward reducing the eligible
population and cutting down the cost of the program.

Indeed, those figures are not what could reasonably be expected
They are a long way from what could reasonably be expected, and
we think in this way the program has been distorted and changed
from the intent that Congress had.

The statements made by Mr. Rodriguez and Mr. Altschuler about
the State-by-State allocations opens up a new area of inquiry to me.
I hadn'’t really heard much about that until now, and I will sce te
it that the committee looks into it.

I would like to explore, Miss Maciejewski, your snggestion about
eliminating the guaranteed student loan needs test and yonr point
that the student is the borrower, not the parent, and a similar sug-
gestion by Mr. Altschuler that we exclude a larger portion of the
parental assets on the BOG form.

There is one of the members of this subcommittee who suggests,
and he can put forth a very forceful argument, that we ought to
eliminate the entire assets computation; that if an asset is income
producing, that shows up in the parental income. If it isn't income
producing, it shonldn’t have any place in the computation of the
expected family contribution.

That argument can be made very effectively. Should we expect a
student’s ﬁmily to sell the family home in order to finance the edn-
cation of the child? Maybe in a perfect world where education is
valied above all other activities, we ought to expect that, hut unfor-
tunately, my generation doesn’t value education that highly, and
T think 1t is unrealistic to expect one to sell the famnily liome or car
in order to finance the education. T don't think we are talking abont
people that are sitting there with $500,000 worth of stocks and bonds.
If we are, of course, the stocks and bonds would produce incoue,
and that shows up over on the income side. .

I think there 1s much to be said for your suggestion that we would
have to look at the parental financial sitnation only if the parents
are going to make the repayment. If the student is going to be
making the repayment, that 1s another matter. ,

T am going to have to take off for the Supreme Court. I don’t k_nu;v
if they are deciding my reelection over there today or not, but it is
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a mafter that is of great concern to the schools in my congressional
district, and we are a party to the suit, so I do want to get over there.

I hope you will stay around when I adjourn this hearing in a few
minutes We have both the majority and minority staff members of
the subcommittee present.

It may be that it is more useful talking to them than it is talking
to us. I do hope that you will stay and talk to them and tell them
about your concerns and discuss the points that you have brought up
in more detail with them because they are going to be helping us as
ave go through this.

Finally, let me say that I congratulate the Student Lobby. I want
to see you become an effective political foree. I think you are doing
just right. I was very impressed with the questions that I was presented
Wmll when representatives of the Student Lobby visited my office yes-
terday. )

You have zeroed in on matters hefore the Clongress that are of direct
concern to students, not only the student assistance questions but ques-
tions having to do with air fares and especially minimum wage.

You are zeroing in on those matters that affect students personally
and deeply, and I hope that you will continue on in that effort, that
you will keep box scores on Members of Congress.

Students now, with the 18-year-old vote, can become very effective
political foree. You haven’t been so far. I hate to have to tell you that.
But there is only one district that I know of where you had a real
impact in the last election, and vou had a very strong one there.

Students have to be provided with a political memory. They know
what Senator so-and-so is saying this week, or said last week, but they
can't remember because they weren’t politically oriented, what he was
doing last year or the year before that.

You have got to provide the memory for them. You have got to in-
form them nnt only what Senator so-and-so is saying today, but what
he was doing last yvear, 2 vears ago, and 3 years ago; what he was doing
‘when votes came before the Senate, and Members of this House the
same way.

Students can be a very effective political force, and I think we will
have a hotter political system when they do.

Thank you very much for coming. I am going to have to run as
fast as my aged legs will carry me if I am going to get a seat at the
court.

G The subcommittee stands in adjournment, subject to the call of the
hair.

[TWhereupon, at 9:35 a.n. the subeccmmittee adjourned, subject to the
call of the Chair.]

PREPARED STATEMENT OF LEE ALTSCHULER, C'O-PRESIDENT, UNIVERSITY OF
CALIFORNIA AT BERKELEY

Mr. Chairman and members, my name is Lee Altschuler and I am Student
Body Co-President at the University of California at Berkeley. I am speaking to
you today in my capacity as chairman of the nine campus University of California
Student Body Presidents’ Council. I am very bleased that you have allowed us
the opportunity to speak to you today about student financial aid. There is no issue
that has been more important to our organization during the last years than
securing adequate levels of student aid.

I would like to divide my testimony into three portions in order to- discuss
our thoughts on 1) Basic Opportunity Grants program(BOG) 2) The three
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traditional aid programs NDSL, CWS, and SEOG aud 3) the Guarauteed Student
Loan program.
BASIC OPPORTUNITY GRANTS

On the whole we have been very pleased with Congress’ willingness to expand
student aid and particularly with their commitinent to the Basic Educational
Opportunity Grants prograin. This program holds great promise in terms of open-
ing higher education to mauy previously excluded as well as increasing students’
freedom to choose among different schools. YWe all know, that the BOG program
will be just auother hollow promise unless adequate funding is provided. My
purpose today, llowever, is not to discuss levels of funding, for, we already know
what amount of mouey will be uneeded to make BOG work, it’s up to Congress,
with all the support student groups like ours can muster, to make sure sufficient
funds are available,

I woulid like to speak to you briefly, however, about an administrative aspect of
thie BOG program that is causing some gerious problems in our system aid suggest
to you how we thiuk you can correct this problem.

in California. there are now three different ways to apply for student aid,
each with a different set of deadlines and dates wlen awards are auuounced.
¥or a typical UC student applying for all available formns of aid this means A)
Applyiug for Califoruin State Schelarships by November 20 of the year pre-
ceeding curollnient; this ulso includes filing a College Scholarship Services
Parents’ Confidential Statement ; B) Applying for institutional aid coutrolled by
the University (CWS, SBEOG, NDSL) and filing another I’)CS by Jauuary 15
of the scliool year preceding enrollment; and ) This year waiting until April 1
for BEOG applications to be available so he ean fill out still another type of
parent financial statement and wait for auother six weeks to find out his cligibil-
ity.

Menwmwliile, if he/slie plans on being a first time freshnian at UC he must liave
all applieations in by Marcl 1, long before hie has an idea of the amount of aid he
will e receiving (if any). The programs mentioned above iu “A” aund “B” an-
louliee awavds in-April. Sinee they dou't kuow for sure what the BOG paynients
sehiednle will be tliey eaun ouly cstimete BOG eligibility for students and adjust
his award accordingly. All this is doue before the student applys for BOG,
recoives auy notification of Lis eligibility, or in some cases, before he even knows
he was supposed to apply for sonie program called “BOG™.

All tliis iy very confusing and trying for students, thieir parents, and for our
school's financial aid officers. The red tape involved here also results in less
California students applying for BOG than wonld if there were uot such a
confusiug array of programs with deadlines scattered thronghout the year.

In order to relieve soine of this confusion we would like to sugsest the fol-
lowing ehauge in the adwinistration of the BOG program. If Cougress and the
Office of Idueation could agree carly enough in the year on what information will
be required on the BOG application form, it would be possible for the C88—ICS
aud the ACQT financial stutements to request the sante information. If in cou-
junection with this clhiange, agreemeut ou the payments schedule for BOG could
be arrived at by November 1, of each year. It would then be possible to notify
students and tlie schools to which tliey are applying of exactly how much BOG
mouey will be available for that student at tlhie sane timme as other data is
developed to determine his/her eligibility for state and/or institntional aid’
programs. Since all students at UC applying for iustitutional aid are re-
quired to file a ('SS—DPCS form, this change would eliminate nuuch eonfusion
and improve the institution’s resonrces. Similar benefits would finw to tlie other
public ang private institutions in California since they operate oun very similar
calendars. .

Another aspect of the Basic Opportnnity Grants program that I would like to
toncll on concerus the fanily coutribution scliedule. Thile we were pleased
to see that the Office of Iducation agreed to niodify the treatment of social
security and veteraus benefits in certain circumstances, we belie\'eﬁtlmt still more
changes must be made if the BOG progra is to meet the needs of Thany students.

The present BOG family contribution seliedule is so constructed as to almost
entirely exelude students with family inconies above $12,000. While we recognize
that this is a deliberate decision designed to ration the limited funds in the
basie grant program, we caunot allow it to continue if we wisli to gee the BOG
prograin beconie the real foundation of support for equal aceess to post-secondary
edueatinon. The eurrent family contribution schedule excludes many niembers
of the middle class ($12,000—$20,000 yearly inconies) from receiving aid that
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they really nced. The cowbination of galloping inflation and the unrcasonable
expected family contribntion schedules of BOG programn and the College Scholar-
ship Service-PC3 are causing severe financial problems for middle income faumilies
and students. The situation is forcing families into debt or drastically cutting
back their life style and is forcing studeuts to shoulder huge loan debts by the
time they graduacte.

Let me illustrate my point with en exawple from the Tuiversity of California.
This year there were 80,000 undergraduates in UC and approximately 25,000
reeeived need-based iustitutionally controlled finaucial aid. Of that 25,000
roughly 7000 were freshmen. Of those 7000 eligible to apply for BOG, ouly 577
received BOG awards for a cumnulative total of $136,000. Remember, that is 5377
out of 7000 who were deemed needy enough to receive iustitutional assistance of
some kind. Clearly there is something wroug with the pareuts contribution
schedule,

We recomuend that a fairly eflicient and uncomplicated way to solve this
problem can be found by examining the treatment of a family's assets, for it is
here that middle income families are hit hardest. We think the solution lies in
increasing to at least $15,000 and perhaps to $20,000 the amount of parental
assets excluded from the family contribution schedule. This would cover the
bulk of the highly non-liquid assets tied up in home ownership. California is
characterized, unlike some other parts of the country, by siugle family, owner-
occupied suburban housing. The current contribution schedule diseriminates
agaiust Califoruia’s common life style. A change in the treatment of uon-ligquid
pareutal assets could do much to open the BOG progrant to the middle class,
a group increasingly in need of aid. We lope you will consider these .changes
soon enough so théy might be implemented for the 1975-76 academic year.

One final aspect of the Basic Grant prograni, and this could apply to all other
aid programs as well, concerus the level of student and parental awareness of
the existence of and amount of aid available through federal aid prograis such
as BOG. If BOG is to have @ real inipact on increasing access to postsecondary
education for low-income and minority students, a great deal of work needs to be
done in the early years of high school with students and their families, It is often
during the Sth and 9th grade that low-income students and their familles make
couscious deeisjons that affect a student's ability to g0 on to postsecondary
education. Students. pareuts, and conuselors often decide that its useless to
talk about or ptan for college in Jight of the poverty of a student and his family.
Thus decisions are made for non-academie high schwol programs high sechool
programs which leave u student uuprepared for aud uuqualitied to be admitted
to nuny colleges such as U(

We believe that the Office of Edueation, colleges and nuiversities, and high
schools aeross the country should tenm up to develop and implement programs
that would train entry-level high schiool ecounselors about financial aid and how
that information can be communicated to studeuts and their parents, The eul-
phasis should not outy lie with 12th grade counselors, for by then it may be too
Iate to reach many low-income students, Energy should also he focused on &tk
and 9th grade counselors. Efforts should also be made to reach students and
parents directly to be sure that they are not left out if counselors prove inade-
quate for the task.

We shope Congress would encourage this kind of activity by the Office of
Edueation aud investigate how states and sehool districts miy be encouraged
tu cooperate in this effort.

: CATEGORICAL AID PROGRAMS

The next portion of my remarks coucern the three categorical aid programs
adwinistered by postsecondary institutions—Collegre Work Study, Supplemental
iducational Opportunity Grants, and National Direct Student Loaus,

Our main coneern in this area is the fact that the “freeze” on any increase
in funding for these programs, coupled with the inereasing number of institu-
tions applying for and receiving such funds and the impaet of inflation on these
limited fuuds, is resulting in a yearly decline in the absolute number of dollars
available under these programs for students at the University of California, We
have experienced a drop of $919,000 when our 1973-74 allotment compared to
onr 1972-73 total. We have only received $136.000 in basic grant funds to offset
this loss, x0 our net loss was almost $780,000. This situation is also occurring at
the California State University system and at uumerous private colleges in
Califoruia.

Q
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The overall effect of the “freeze” on increasing these appropriations, the
increase in eligible institutions, the allotment formulas written into the higher
education amendments of 1972, and the impact of inflation is seen in the results
of the regional panel allocation process operated by the Oftice of Education. This
year Californin schools received only 429 of their panel approved requests
for funds under these programs, while in the state of Utah, for instance, schools
received 87¢, of their panel approved request. It seews to us that the munner
of allocating these funds to the states and the freeze on increasing these funds
diseriminates against state’s, such as California, who are¢ working very hard to
open up postsecondary education te all income groups. Of the approximately
$770 million available this year for these programs, California will receive only
10% or $77 million, while ‘eurolling 1.27 million students or 15% of national
higher education enrollments.

While the language setting up allotments for 3EOG and NDSL requires a
distribution of funding based on a state’s proportion of national enrollment, it
is qualified by language prohibiting any state to fall below ity fiscal year 1972
allotment. This freezes us into the results produced by the old allocation formulas
since we have not seen any increase in funds available since 1972. The Work/
Study program on the other hand still contains language which apportions funds
on a basis other than on a strict proportional one. Again this process discriminates ‘
against states such as California that are working hard to increase access. |

We should also point out that inflation has eaten up nearly 25% of the constant ‘
dollar value of the money appropriated for these three categoricak aid programs.

This fact, when coupled with the negsrly 25% increase in the nur.ber of institu- ‘
tions competing for these limited funds, has seen many institutions faced with
a 509% necline in aid from these programs.

We would urge Congress to do three things in the area of the three categorical
aid programs during the next year as it prepares to extend the authorization
granted by the Iligher Education Amendments of 1972.

1. Increase the base level of appropriations for these programs by 259% to
reflect the increase in eligible institutions authorized in 1972,

2. Change the state allotment formulas so they are strictly tied to the state
proportion of national postsecondary enrollments.

3. Build in a permanent year to year cost of living increase factor into the
approprintions for these programs so that we won't lose ground to inflation.

We think these programs are a very good complement to the BOG and FISL
programs and we would like to see them adequately funded along with a fully
funded BOG program.

WORK/STUDY

Another aspect of this area of federal student aid which I would like to touch
upon is the work/study program. Work/study is one of the most popular forms
of student aid. both with students and with finanecial aid officers. It is a form
of “self-help” which does not burden the student with an excessive loan burden,
while at the same time helping institutions of higher education and other non
profit agencies carry on many essential tasks. We se» two major problems cloud-
ing the horizon of the work/study program.

The first is the funding problems touched on above. The freeze on funding,
plus the effects of inflation and increased competition for limited funds has
resulted in dwindling work/study program in the UC system. We should hope that
you would give first priority to the work/study program when you consider
addition funding for the three categorical aid programs from limited federal
resources.

The second problem deals with the question of the proportion of work/study
or “self-help” in a students’ aid package. We note with dismay the trend towards
greater and greater reliance on loans to finance higher education. To the extent
that BOG’s do not grow fast enough to keep pace with inflation and rising demand
and to the extent that the categorieal aid program fail to grow at all. mnore and
more students are told to rely on loans and smmnmer earnings to fill the gap
between college costs and their expected family contribution,

In normal times there is a limit to how much we can realistically expect
students to earn during summnier break. In times of economic difficulty, summer
employnment becomes an even less likely source of student support. Unless sources
of school terms employment such as work/study are developed to a greater de-
gree than currently exists, more and more students will be saddled with huge
loans dehts when they leave school.

4288475 2
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To meet this problem we urge you to develop a formula that would relate
the tliree components of an aid package (loans, grauts, and work) to oue another
and then develop a funding formula tlhiat would allow for the future growth
of the work/study program so as to maintain this ratio between loans, grants, and
work/study earuings. This would help guarantee well balanced student aid
packages for all students and relieve the iucrensing pressure towards greater and
creater reliaice on lomus, .

The urgeney of this problem ean be geen by exawining the current situation
at the University of Cakiforuia. In 1972 the arcrege indebtedness of UC graduates
wlin had received some kind of finaucial aid during their vudergraduate years
was $2100. It was not unusual for studen’s to graduute with total loan debts of
$T-X,000 (wade up of FISL, NDSL, AND UC loans). This trend towards loans
is coutinuing unchecked at this time. We really need to establishh some realistic
balanee between the proportion of loans, grauts, and work in student aid package.

STATE STUDBENT INCENTIVE GRAN'TS

We are pleased that Congress lhias agreed to fund the State Student Ineeutive
erant Preogram for 1074-75. Califoruia is ready to take advautage of ail the
funds offered in order to expaud its already extensive student aid prograum. Qur
ouly coueern, however, is that Congress be prepared to continne funding over a
period of time and give the state’s elear advance informatioun about future fuund-
ing possibilities. This is necessary beenuse in California seliolarship commitments
are made to students for up to four years of wudergraduate work, provided the
student still deowmonstrates finaueinl neced. A suddeun withdrawal of federal
matehing funds could leave mauy students in a serinus bind. We hope yon will
elearly state the loug run future fuunding possibilities for this program so that
states and students inay planaccordingly.

GENERAL ADMINISTRATIVE PROBLEMS

i Before concluding this portion of iy remarks it wight be helpful if T note
several pure adminixtrative problems iu this area.

The first is the eowplete laeck of IIINW—Office of Kdueation guidelines or
regulations for the three eategorienl aid programs, It is almost two yeuars sivee
the Higlher Edueation Amendments of 1972 were approved aud O lias yet to
issue new guidelines for the three categorical aid programs. This failure has
caused confusion among campus aid officers. When they ave coufused it's students
that suffer the cousequences.

The sceond problem coucerns the near iMpossibility of obtaining iuformation,
certain applieations (expeeially FIST forus), or general guidanee from fhe
Region IX office of the Office of Education. For instauece, a written request
from oue of our U8 Student T.obby staffers for sowe data on 1973-74 allecations
of federal student aid to California has goie unacknowledged for over § wonths,
A request for additional FISL loan applieatioux this fall went nnanswered for
nearly four weeks, This is simply inexcuseable. While we understand that parf
of the problem might be a very high staff turnover rate (over 30%¢) we urged
yon to do something to reetify this sitnation,

We understand that Congress is now considering a proposal for a “National
Ceuter for Edneational Statisties” designed to provide better publie aceess to
Office of Rdneation data. We see this as a very important step in helping student
groups such as ours have a bigger role in making publie policy. We hope you will
suarantee student groups as well as other parts of the publie full access to the
resonrees of tlie proposed eenter.

One final conunent on adininistrative matters eoueerns federal allowances for
adiinistrntive costs of finaneial aid programs. Curreunt allowauces seem to be
inadequate to fuud existing work loans in the categorical aid progrius and
non-existent when you counsider BOG and FISL. It's tlie student, at least iu
California, who makes up tlie difference between federal allowances and real
coste, At U, students pay for this thirough their registration fee. Currently
110,000 TN students pay 2.3 willion a year to finanee the administration of
finaneial aid. This is the ense in many other California seliools ag well, We liope
¥ou will koep thix in mind as you reexawine finaneial aid progriuns daring the
next year.

GUARANTEED STUDENT LOAN PROGRAM

The final portion of my testimony deals with the Guaranteed Studeut Loan
program. This program has attracted increasing attention in recent yeurs beeause
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it is the only federally subsidized aid Drogramt for middle inconme families—a
eronp that is inereasingly hard hit witl: the rising cost of college.

The cliange in GLP eligibility made in 1972 las had real detrimental effects
in the UC system. As you can see from onr Appendix C volunwe hus dropped
off cousiderably in the last year. At UCLJ, for iustance, we have scen a drop
of 27%6 in thie unmber of studeuts receiving GLP loans uand a drop of 31% in
tlre total dollars awarded to TCLA students. Similar figures could be presented
from otlier UC campuses.

We urge you to return to the old system of not requiring students from families
with adjusted incomes of 15,000 or legs to file a statement proving need. The
red-tape and confuxion caused by this requirement has exeluded many suudents,
Furthermore, despite attempts by the chairman of this committee to clarify the
intent of Congress and thus give bankers more flexibility in approving loans,
mauy students are still turned down beeanse ot paper tliey laek need.

Anotlier very serious problem in California is thie fact that many banks have
a blanket poliey forbiddiug loans to first year students and persons over the age
of 26 who are not veterans, They justify this because they conxider these groups
to be “high risk” groups likely to default on their loans, The bauks’ reluetance
to loan here is understandable given their obligations wuder the program.
Hosvever, we still must protest the effect this poliey hias on many needy students.

One solution to this problem currently heing tried in Calidornia, especially
at UC aud mauy private colleges, is for the institution to become a FIST
louder on its oL They {ben make Joaus to many of these “piskier” students.
This is oue way they attempt to aid these large groups of students currently
oxehuled frow the FISL progrant However, its quite lixely that, iu spite of the
hest efforts of the iustitutions to ensure a low defanlt vate, they will experience
a higher default rate than banuks, wlio in one seuse, “skim off” the best risks,
We know that mueh atteution has been focuged on the defanlt rate under the
GLYP progrant. We hope that you will {alie into consideration the special problems
that institntions are trying to solve when they enter the GLDP progrant. Perhaps
you shiould expect aud pian for two different levels of defaulis, one for biunks
and one for institutions.

LOANS DEFAULTS

The most eritical issue fucing the GLI prograin today is the defanlt rate
among outstanding loans, I would uow like to briefly explore what we see as
the factors beliind defaults and Low tlie rate wmight be lowered.

‘We see tliree factors that affect tlie defaunlt rate,

1. A simple attitnde by soue irresponsible students tlat they will uever repuy
thie money becanse the Federal govermment gnaraitees the losia and no one
will ever make him pay.

2. Inadequate advance information and plamning hy the studeat about the
gize of his monthly payments and low to fit thew into his personel or family
budgef.

3. A simple problemt of too great a monthly payuient compsived to @ person's
inconte carly iu his/ler working career.

As to the first problem, we can only condemnn suell irresponsible porsons and
urge you to develoDd a staff to pursue sucli persons and seek full repayment.
We soe thiem as free Inaders who jeopardize tlie future cdueation of thousands
of needy stndeuts who are only asking a chauce to dorrow money for their
cducation.

In regard to tle secoud problem we sce a need fovr your to require au “exit”
interviow for all students receiving GSLP loans before tliey leave sehool, This
wounld be similar to the requirements by the NDSL prograut Sueli au interview
conld be used to do several very critieal tasks;

(a) Inform the student of the size of his total debt aud when he must Legin
repayment.

(h) Iuform his of lis legal obligations aud the consequences of defautt.

{¢) Advise him of the size of his money payments and the impact ey might
have on his personal budget.

(1) Answer questions the student might iave about his personnl eirenmstaees,

Snelr exit iuterviews could be conducted on a group Lasis and =i be effective.
Sehools sliould be designated as responsible for conducting tiwese oxit interviews
in conjunction with lending agencies, Aun admiunistraiive allowiee of 1¢;
would seewm to be a reasonable way to finance thiese oxit intorviews, We {hink
thig is o very important step towarvds lowering the I'INL default rate,

One final way the GSLP program can be adjusted to curtail defaults would
be to develop a form of graduated repayment of GSLI loans. If we accept that
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the early years of a working eanreer are the lardest ones in which to make
extensive loan repayments, a graduated repayuients program makes a great
deal of sense. Oune way of working such a program would be to lower the
bayments during the first two or three years of the repayment period to the cost
of interest only and then accelerate repayment during the last years of the loan
period to pay off the loan within the ten year limit. Such a plan could be
presented to the student as an option at the time Le beging repayment as a
means of helping him/her through the tirst and roughest years of his/her career.

We think this kind of a graduated repayment plan and perhaps several variants
of it should be tried on an experimnental basis as a means of curing the default
problem. It would help students over the rough spots and encourage thiem to
make repayments as they become better able to afford {hemn.

In conclusion. I'd like to thank the chairman and the committee for the
opportunity to appear before you today. I hupe you will find my testimony of
some value to you as you review the whole area of stadent aid, :

I’d be glad to answer any questions.
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APPENDIX B
INSTITUTIONAL REQUEST FOR FEDERAL AID 1971-75—UMIVERSITY OF CALIFORNIA, BERKELEY

1971-72 1972-33 1973-74 1974-75

1. NDSL:!

Amount requested - Lavel cf lending $2.750.000  $2,
Pznel approved 2,730,000 g
Amount requested-- Fede 1,828, 091 2, 885, 400 3,262,222
Panel approved 1,787, 105 ,934, 2,322,324 2,139,883
rf\ctual award 1,493, 990 , 147,534 1,026,219 962, 946
5:2

Amount requested 990, 400 1, 450, 000 1, 115,000 2,000. 000
Panel appreved. __ - 990, 400 1, 450, 000 929, 440 1,300, 000
Fl]\ctual award 829, 148 984, 646 404,632 585, 000

1, €60, 000 1. 936. 000 1, 760, 050 2,221,751
Panel approved. 1, 644,000 1,936, 000 1,468 160 2,221,751
Actual award 1,039, 629 829, 536 644,694 999,788

921,960  $3.781,000 $4,500, 000
9 0 3, 155, 360 4,500,060
9
1

2. SEC

INDSL - formerly naticnal defense student Iyan—currantly natiznal direct student loan. . ,
3SEGO —formeriy educational opportunity grant—currently supplemental educational opportunity grant.

APPENDIX C
TRENDS IN FISL AT SELECTED UNIVERSITY OF CALIFORNIA CAMPUSES

Number of Total
Year students dollars

|. Berkeley:.
1971 to 1972 2,888 $3,086, 524

2,664 $2, 828, 689

2,506 $2, 605, 931

Percent change —13 -16

fl. Los Angeles: i

August to Movember 1972 1,328 51,650,172

August to November 1973 976 $1, 138, 503
Percent change —27. -

PREPARED STATEMENT OF RoBERT 1. RODRIGUEZ, VICE-PRESIDENT, STUDENT
ASSOCIATION OF TIIE STATE OF NEW YORK

Mr. Chairman, members of the Committee, we would like to thank you for
opportuaity to testify here today. I appear on belialf of the Student Association of
the State University of New York (SASU, Ine.) to identify currvat problems in
the administration of the federal student financial aid programs.

SASU, Inc, a coalition of the student governments of the State University of
New York (SUNY) is the corporate arm of the newly created Student Assembly
of the State University. The two organizations work together to represent and
advocate the interests of State University students on a state-wide basis to the
Board of Trustees and the Central Administration of SUNY, as well as to the
Legislature, the Governor, and the cxecutive agencies of the state of Now York.

SASU, Inc.'s counterpart, the Student Assembly, was ereated by the Board of
Trustees (SUNY) last spring as the official representative student govermnce
organization of the Uuiversity. An elected president, vice-president, and executive
comniittee, a8 well as the sixty-vix delegates who are elected by and from the
students of the seventy-two campuses of SUNY, serve as an advisory body to the
University by advocating the interests of tlie 382,000 students it represents.

President Nixon has pledged that “no student will be denied aceess to post-
secondary education for financial reasons,” and Congress has also authorized
such a gonl in the Education Amendments of 1972, To stipulate here that eurrent
funding for the new and erucial Basis Opportunity Grant Program is dramati rally
insufficient, would be a gross understatenient. If BOG is to accomplish the gonls
for which it was intended, the oaly logical argunient favors expanded funding ot
this program. We support, however, the position adopted by Congress that the
funding of BOG should not be inereased by phasing out the Supplemental Student
Iiducational Opportunity Grant and National-Direct Student Loau Programs, axs
has been recommended by the administration. I reallze that this argument has
been exhausted, but I do seek to point out problems in the meehanics of adminis-
tering these programs.,
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As stated in the Higher Education Amendment of 1072, BOG is an entitlement
program which would maintain open-ended funding. Obviously, this objective was
not met this year and until it is, the term “antitlement” is in effect meaningless.

The greatest problem in the adniinistration of thie Basic Opportunity Grants
Program in this first year was the extremely late date at which the funds for the
program were appropriated. I comniend the comniittee’s efforts to create a unified
program of federal student financial aid, but such a gonl i3 mnrealistie unless BOG
ig funded well before the beginning of the peadelnie year for which the awards
are to be made. The very nane of the program * dasde Opportunity Grants illus-
trates this point. The award schedule for student-based programs should be
defined as early as possible, because it is the “base’” from which state and other
federal programs can be better coordiuated in determining the student financial
aid package. Curreutly, thiere is a new program under consideration by the New
York State Legislature enlled the Tuilion Assistance Program ('T'AP). One of the
TAP provisions stipulates that a student applying for a TAP award must also
apply for a BOG award. This provision ig designed to reduee the problem of state
and federal financial aid programs duplicating one another. We therctore recomnt-
mend “forward funding” as early as December 1, so that by no later than March 1,
the college financial aid offices will kuow exaetly what the studeut’s entitlement
is 8o that the studeut will know how much aid to expect for the coming academic
year, before he or she goes home for summer va ention.

Presently, the BOG program diseriminates against low tuition institutions, a
feature which ereates pressure for iucreasing public college tuition. Instead ot
developing a separate cost sehedunle for studeuts attending tow and high tuition
institutious, the BOG regulations consider students in the same sliding schedule
and then add on restrictions that peualize the student attending a low-cost insti-
tution. No grant ean be awarded that execeds 30¢s of tlie cost of the institution,
and under the present level of fuuding, no grant ean exceed 50¢e of the “need”
which is defined as the difference between the eost nud cxpected family contribu-
tion. Beeause of these and other restrictions, it is unlikely even at fuil funding
that thie program would provide significant aid to middle ineome students attend-
ing low-cost institutions. To alleviate this problem, we recomnnend a modified
capitation formula for low-tuition iustitutions as a supplerent to the student
aid programs.

The BOG definition of the cost of attendance is unrealistie, Table I illustrates
that the State University of New York (abbreviated SUNY), finaucial aid officers
define the eost of attendance at SUNY schools to be about $3,000 a year, but the
BOG regulations only provide $2,400, and even this amount is exnggerated because
of the regulation cited above that the BIROG grant canuot extoerd HGe of the cost.
The most important factor lere is that the BROG regulatious only allow 8350 a
year for books, supplies, travel, personal, and all other incideutal expenses,
Another unrealistic regulation iy that whicl allows only $050 a year for room
and board costs for those students who live off-cninpus, but not with their parents;
many of whom have moved out of dormitories beeause roour amnd bonvrd charges
have beeome too expensive. Furthier, no cousideration is given to ditferences in
“eost of living” expenses as they vary from region to region. The difference be-
tween the cost of living in New York City, and in Upper Sandusky shouid be taken
into account when determining the award to which the student is entitled.

The amount of parental contribution demanded under present BOG regulations
are far too striet. Most financial aid officers believe that the needs aunalysis
standards used by the Coltege Scholarship Service (CSS8) and the American
College Testing (ACT) are also too striet; yet when eompared to the BOG
regulations promulgated by the U.S. Otlice of Iducation, they would almost
appear generous. Although, theoretically, needs analysts is the best systemn for
distributing financial aid monies, it should be euployed ouly if the program is
funded at an adequate level so that the expected family contribution will be
eomputed on the basts of how much the parent at a particular inconie level should
really be expected to contribute to the college education of their son or daugliter.
1t should not be awarded on the basis of liow muell aid the program ean aftord to
award to the student. A needs analysis should be applied regardless of how muceh
money ig available for the program.

Perhaps the committee should consider using alternate filing systems for BOG.
By allowing the already existing agencies of CS8S and ACT to compute the BOG
awards, the program would be one step closer to evordinating the student {inancial
aid package.

Tfurther, this could be accomplisheed by making application for a BOG award
automatic, for any student who uses these college testing service needs analysis

?
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for other awards, It has been a common compl«int that poor publicity and con-
fusion surrounding the relatively new BOG program, the number of student
applicants feii short of the program expectations. Since so many students have
to use the services of 08 and ACT for other awards, the number of BOG awards
would be expanded to move of those in need. It should be uoted that all students
wwho use the C8S or ACT forms should be made aware of its automatic application
Tor the BOG awards. This last provision is wentioned as the inherent right to
information that all persons should have when they submit for review and action
4an analysis of their finaneial status.

Under the present guidelines of the BOG program, the student wust fill out an
application form, After this form is submitted and processed, the studeut receives
a I'amily Contribution Analysis Report (FCAR) which indicates the amount of
Imoney the student’s parents will be expected to contribute to the cost of educa-
tion, The student and parents have little or no idea how wmuch of an award to
expect with the present proecedure. This is true also of all other federal student
financial aid programs, both student based and capus based, At the time of
applieation, the student has no idea2 how much money he or shie can expect to
receive, A conversion table which would altow the student aud parents to at least
make a reasonable approximation would be helpful in two ways, First, the stu-
dents could get a better estimate of their overall financial opportunities for con-
tinniug their education, Secoudly, it would eliminate the unwieidly BOG award
notitication process. When a student is eligible for and award, he or she will fivst
get the “Preliminary Notifieation of Award” notice that will show the probable
award. When the tinal award schedules are determined, the student gets a “Final
Award” notice which will show his or her actual eutitlement. If BOG awards
included a conversion table with its application, similar to the couversion tables
used to schedule awards under the New York State Regents scholnrships and
Scholar Incentive programs, the iutermediary step of preliminary award notifiea-
tiou could be eliminated, saving time for finanelal aid officers who must adiminister
them.

Anothier problem in the F'CAR forwm is the wording, which if misread, could
Jjeopardize a students’ applieation for the BOG award, The wording is unclear,
‘in Section 4, the uotice of Iinal Award., This veetion must be signed by the
studeut and notorized upon recelpt of the fir  wward. Because it is not ex-
Dlicitly stated as such, many students forward their FCAR form signed and
notorized in the initial phase of the application proeess, therchy invalidating
the students application and foreing him or her to re-apply.

Ths year, BOG publicity in New York State was a failure. The applicatious
did not become available until the high schools had recessed. wmaking it diffi-
cult, if not fmpossible, to notify students of this new financial opportunity, With
the forward funding suggested already, high school guidance counselors and
financial aid officers could take advautage of the captive audience of students
in every high sehool to publicize the BOG program. Furthermore, it would be
@ wise investment to appropriate a significaut sum ot moitey to finanece a masslve
advertising campaign using television, magazines, radio, and NEOWSPAPErS,

With the maximum graut of $1,400 (at full funding), the BROG prograi
is inadequate to meet the needs of low-incowe stndents, and therefore, the
SKEOG program must also be countinued and expaunded, The SASU membership
opposes auy effort by the admiunistration to cut appropriations for SEOG.

The administration has recently requested the aholitlon of the Guaranteed
Student Loan Prograws; the impact of whieh would be folt by hundreds of
thonsands of middle-income students, SASU coudemuns this proposal and urges
congress to reaffirmn its support for Guaranteed Student Loan Program (GSIL).
We urge Congress to elimhiate or significantly readjust the needs test on GSL,
which this year, as you know, has been the wmajor reason for the 32¢% nation-
wide decrense in the number of approved loan applications.

I would like to applaud representative Jmmes O'Iara in his efforts to deal
with thls problem. The introduetion of his hill that wonld allow students frowm
families with annual incomes of np to $20,000 to quality for fully subsidized
gnaranteed student loans of up to $2,000, shows imagination and insight to the
problems that middle-income students face in finaneing their post-secondary
eduteation,

Students are often compelled to submit vecords of parental ineome even
though they receive no wmonies from the parvents towards the cost of edueation,
Determining whether or not a student is finunelally emancipated from his or
her parents is diffienlt, Thus far, the BEOG deflniton of financal emanelpation
is fair, but very strict. We propose two amendments to the federal regulations
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governing the definition of financial emancipation. First, the regulations should®
apply the three criteria tor independence to the calendar year in which aid is
received and the calendar year prior to the academic semester for which aid is
requested, rather than to the calendar year prior to the full academic year for
which aid is requested. This proposal would still perinit documentation of the
student’s claims by submission of the federal income tax return. We therefore
see no reason to include the additional semester. Secondly, the financial aid
officer should be aliowed a measure of discretion in determining the independent
and dependent status of a student. Therefore, I recommend that the appropriate
eampus financial aid administrator, in extraordinary circumstances, to waive
any or all of the three criteria. .
The committee might also want to undertake a thorough study of the admin-
istration of the College Work Study Program. Financial aid officers in New
- York state have often complained of the irrational fund Juggling that goes on
: in this program. The monies available to a college for a work-stud, program
often do not mateh the needs of the students at that college as well as the
realistic employment opportunities in that college’s commuunity. Many institu-
tions are left with excess or insufficient funds for the student needs. There
has been very little effort to study this problem, and little information as to-
why the mechanics of CW$ funding would vary widely from the institutional
needs, but it would appear to be an area where funds are wasted through
misdirection. A new method of determining the institutional appropriation
might closely resemble the one presently used for BEOG.
In conclusion, I would Hke to thank you in behalf of the students of the
State University of Néw York for your tireless efforts on our behalf. X hope you
will find our comments and recommendations heipful in your deliberations.

PREPARED STATEMENT OF PETER WoxG, EpITOR, DALy TrRoJaN, UNIVERSITY OF

before all of you this morning to discuss Federal student assistance programs
on my campus. I siwuld mention that I look at the impact of these programs not

- oaiy from the student perspective—although that is the most important—but
also from a legislative perspective, which reflects my brief service as a staff
assixtant in the other body.

Before I comment specifically on each program, I would like to explain why
private institutions of post-secondary educatlon, including the University of
Southern California, need ¥Federal student assistance programs.

The University is located in Los Angeles, four miles south of downtown. (It
ghould not he confused with the University of California at Los Angeles, a .
state-controlled institution eleven miles to the west.) Some 20,000 students
attend the university—about 10,000 full-time undergraduates, 4,000 full-time
gradnate and professional students, and the rest part-time students.

It has been said that access to private institutions of post-secondary cduca-

! tion—inelnding the one that T attend—is Larred to students from low-income
familios It is also said that only students from wealthy families can afford
to attend private universities—and that they dominate enroliments.

If it were not for Federal student assistance programs, these staten.ents
would be correct.

The costs at a private university have increased cousiderably in recent years,
at a rate of inflation much greater than that of the national economy. In fact,
this 18 one of the major reasons for the recent decline in the proportion of stu-
dents who enroll in private institutions, although my university has not yet
suffered heavily.

At the University of Southern California, tuition by itself was $1,800 iu the
1960-70 academic year. It is $2.700 this year—and it win pe $2,910 in 107475,
The increase from 1060 to 1973 was 50 percent, certainly more than the rate of
inflation nationwide. i

Hoswever, tuition Is only one part of student expenses. This year our office
of institutional studies did a survey on the costs of attendance. That is attached
as an appendix. It indicates that student costs have risen to more than $5.000— |
and uo end can be forecast to these increases.

It could be truly said that only students from wealthy families can afford
- to attend such private institutions as our wiversity, but they do not dominate
our enrollment.

. SouTHERN CALIFORNIA
o
Mr. Chair’rﬁgﬁ' and members of the subcommittee, I am pleased to appear
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It has been ghown that our student body includes a greater proportion of
those from low-income families in comparison with student bodies at other major
private institutions in the United States. I would like to note that of a 1971
sample of entering freshmen, 26 percent of them said their parents’ total income
was $10,000 or less. This compares favorably with the findings of a 1971 national
freshman sainple, which indicate that 18 percent of the respoudents at private
universities had parents with incomles of $10,000 or less. (Data is included in
appendix A to this testimony.)

Furthermore, the diversity in socioeconomic backgrounds of stndents is re-
flected in university statistics on parental occupations and levels of formal edu-
cation, as well as ethnic composition of the student body. (Appendices B, 13)

‘What accounts for this diversity ?

Federul student assistance programs make tinc dirference. Withont them,
private institntions such as ours would be dominated by students from one sector
of society-—undesirable for the nation, I think, and certainly for the institutiony
and students.

About 30 percent of our students receive some form of finaucial assistance
from university, private or government sources. At omr uuiversity, the student
aid office controls $9.7 million of a general budget of $130 million. At least $4.6
million comes from the Federal government under fonr programs. (This excludes

“an estimated $4 million  students receive under the Federal Insured Student
Loan Program, administered by banks and other lending institutions.) Only
82,8 million comes from univercity general funds. If Federal stndent assistance
programs were to be discontinued suddenly, the university would have o means
by which it conld assunie the additional burdens.

You are, of course, familiar with the history of Federal student assistance
programs. Though Federal aid to education is not a recent idea, student assist-
ance programs really began with the Servieeman’s Readjustmment Act of 1944,
the so-cuiied GI Bill. The Nutional Defense Education Act of 1958, the Economic
Opportunity Act of 1964. the Iligher Education Act of 1963, the Ldncation
Amendments of 1972—tliese are the laws that have authorized these programs.

You are also familiar with the threc-part formula used by college financial
aid officers—scholarships/grants, loans and jobs. As a 1307 university report
stated :

“It is lield that no student shiould receive total gift aid, no student should be
overburdened Dy loan commitments against his future income, and no students
shiould find it necessary to work beyond the point where his liealth or his aca-
demic survival is threatened.”

When the Basic iducational Cpportnnity Grants Program was ecnacted under
the Idncation Amendments of 1972. the congievssional intent was clear. The
funding of three previously established student assistance programs—the Snp-
plemental Educational Opportunity Grants Program (1965. renamed in the 1972
act),. College Work-Study Program, and National Direct Student Loan Program
(1938,-réamed in 1969)—was to continue at specified minimum lévels bhefore
basie grants conld be funded. Througlh this action, the Congress reeognized the
ueed to supplement basic grants and insured loans.

President Nixon's budget proposals for fiscal 1974, then were quite disturh
ing. In thut document, presented January 29. 1973. to the Congress. the Presi-
dent proposzed the elimination of snpplemental grants and new direct loans. He
claimed that increased funding of basie grants and insured loans, together with
steady-state funding of the work-study program. would provide the necessary
assistance to sfudents.

This posed a problem for the Congress. The chairman of this subecommittee
[Mr. O'Ilara] phrased the congressional response quite well. Fle was quoted
as saying to another House subcommittee, “Let us obey the law the way we
wrote the law, and let ns turn down the request of the administration that it he
granted amnesty from observing a law which it finds uncomfortable to live
with.”

Fortunately. the Congress appropriated student assistance funds for the
1973-74 and 1974-75 academic vears in accordance with ifs own program pri- -
orities—not those ofythe President, It took this action twice in 1973—hoth in the’
T'rgent Supplemental Appropriations Act, signed April 26, and in appropriations
for the Departments of Labor and Healih, Eduecation and Welfare, signed
December 18, :

Yet in his fiscal 1975 budget submitted to the Congress February 4. Mr. Nixon
persiste in his own course of action. He again wants to climinate supplemental
grants and new direct loans and to maintain the workestudy program at the
present level of funding.
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Aside from the specific provision of the 1972 law which requires funding of
three programs before basic grants can receive any money, I would like to com-
ment generally about these programs.,

The university has recently had a dramatic increase in the level of funding for
its Federal student assistance programs. Some statistics :

Supplementel grants~—The university received $251,182 under the former
Educational Opportunity Grants Program for the 1972-73 academic year. 1t
hus received $522,420 in supplemental grants for the current academic year.
This is double the previous year's grants. ’

Work study.—The university received $332,250 in Federal funds for the 1972-
73 ueademic year. Combined with matching funds from the university, students
earned $454,976. This academic year, the university has received $724,383 in
Federal funds so that studeits can earn a total of more than $1 million—aguin,
more than double the level of the previcus year.

Diceet loans.—Tie university received $1.¢ milliou in Federal capital contri-
butions in the 1972-73 academic ygar to geuerate loaus to students totaling an
estimated $2 million. This year, the university has received about $3 willion in
Federal capital contributions, which will generate niore than $4 million in loans
to studeuts.

In all, student assistuuce funds at the university were increased froni $2.1
million in the 197273 academic year to $4.6 niillion this year.

Wy such a phenomenal increase—especially in a year in which other institu-
tionus of post-sccondary education had their allocations reduced?

This incerease cannot obviously be attributed to thie rate of inflation. although
it may liave beeu a minor factor in the allocations by HEW’s regional panels.
Ratlersa more vigorons presentation by university administrators—with a more
thorough documentation of student needs as a justifieation for iucreased funding
of assistande programs—caused our situation to improve drastically.

Uuiversities have been forced to maice better, more detailed presentations for
funds these days. More institutions have prepared their applications for Federal
student assistauce funds much more carefully——ind since appropriations by the
Congress have not been increased recently, the funds for various prograins must
be dividesl smong a growing nuniber of iunstitutions. Cousequently, individual
shares are smaller than they used to be.

A chart ineluded as an appendix shows that funding nationally for suppie-

niental grants, work-study and the direct loan prograimn has remained coustaut

r

since at least the 1972-73 acadewic year. ‘

Although this subcommittee is noi a substitute for the Committee on Appro-
priations and therefore canuot act on this problem, it ean take the mafter into
account when it cousiders the authorization levels for new legislation in 1975,
wlieu the present law is schednled for extensiou.

I would urge thie subcommittee to reauthorize all present student assistance
programs—incinding supplemental grants, work-study and dircet loans, whicli
the Nixon administration is determined to eliminate or maintain at a minimuin
level, in the case of worl-study. The additional programs provide the flexibility
that iustitutions require in meeting thie needs of students, although I fully sup-
port the concept of direct aid to students—if this is reflected in the effective ad-
winistration of basic grauts and insured loans,

I wonld like to make one further observation before I commenut on cach pro-
srans. 1 oand others shate a growing concern that students fromn families ot wmid-
dlo-ien el ieowes, say, $12.000 to €15,000, are caught between two extremes, £
the one haud, students frow low-income faniilies qualify readily for most Ifed-
eral and state student assistance prograws, because they are hased alulost solely
on pead. Ou the otlier iand, students from wealtlly families ean coutinue to af-
ford higher education—particularty in private universities. .

A report of our student aid commmittee in June, 1972, phrased this dilenuua
auite well:

“The eonsequences threaten polarization of the student body into high- and
low-income groups, with students from middle-income families depending niore
on the Office of Student Aid to remain in school.”

Tederal and state student assistance programs shiould be based on need. After
ali, thiey have lielped—and are helping—many euter ingtitutions of lhigher cduca-
tion (or post-secondary education, if you prefer) who would not liave heen able
to do o otherwise. However. students from middle-income families sliould not
be denied access to post-secondary education, either.

Let nie turn my attentiou Lo specific programs.

oy
2
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Basic grants—Iu a special message March 19, 1970, President Nixon told Con-
gress, “No qualified student who wants to go to college shiould be barred by lack
of money. That has long been a great American goal; I propose that we achieve
it now.” This is a sentiment, I think, on which we all can agree,

Yet since its enactment in 1972 aud its initial appropriation in 1973, the basic
grants program has disappointed many on our campus. Qur student aid director
has said the progran: could not be fully operative for many years to come,

Another university official—not of the office—has said the program will fail in

its attempts to provide direct assistance to students from low-income families.

I am not quite so pessimistic about the basic grants program. Like our vice-
president for student affairs, I believe the program can become just as valuable
to students as the programs enacted in the 1960s. .

Part of the problem, of course, is the relatively low level of funding for this
program—the remedy for whieh, of course, lies beyond the jurisdietion of this
subcommittee, . s

For the 1973-74 academic year, the Congrass appropriated $122.1 million for
basic grants, well below President Nixon's request of $622 million. I am aware
that this particular appropriation was so low because additional funds were
channeled into the older, established student assistance programs—those Presi-
dent Nixon wanted to eliminate.

It is perhaps fortunate that the basic grants are being distributed to firgt-time,
full-time students only, so that fewer students can benefit a great deal more
from the limited appropriation.

Still. however, much of the appropriation—about half—is unspent, and the
Department of Health, Edueation and Welfare has exiended the deadline tor
applications from February 1 to April 1. Despite growing publicity, students
have not applied for this program in any great numbers. One problem is that
more than half the academic year has passed already. Another is that the maxi-
mum available grant under this limited national appropriation is $452—which
would parely pay for one four-unit class at the university. 8o far, students on our
campus have received only $45,000 from the basie grants program, although this
is expected to increase somewhat,

I am encouraged by the Congressional appropriation for the 1974-T5 acadenic
year and by the Nixon bndget proposals for the 1975-76 academie year. The
$500 million in the 1974-75 academic year ($475 million if the 5-percent impound-
ment provision of the Labhor-BEEW appropriations aet is invoked) will provide
1.1 million freshmen and sophomores with average grants of $430 and maximum
grants of $945. The $1.3 billion full funding proposed for the 1975-76 acadeniic
year would provide assistance to 1.7 million students at all clags levels. The
average grant would be $760; the maximum, $1,400, niinus, of course, the family's
expected contribution to the educational expenses of the student.

However, the level of funding for basie grants is not the only problem the
program faces. R

The family contribution schedule for basic grants. snbinitted by the Office of
Education to both houses of Congress, is somewhat improved from that submit-
ted February 1, 1973. This subcommittee and its counterpart in the other body
have, I trust, examined the schedule earefully before approval was given—or in
this case, disapproval withheld—December 20, 1073,

I particularly would caution the subcommittee as to the amounts of expeeted
family contributions to a student’s educational expenses during times of great
uncertainty and anxiety over the national economy.

I would like to make two further suzgestions for the improvement of this
program.

One has already been suggested by the chairman of this subcommittee. It would
provide for a section on the basic grants application form for the self-computa-
tion of grants. This would allow a student to jndge his eligibility for the pro-
gram and estimate the size of his grant Lefore he sends applicution to the
processor. )

The other suggestion relates to the size of the grants if the program is not fully
funded. If the basie grants program does not receive a full-funding appropriation
from the Congréss, students, parents and finaneial aid officers should have a way
to calculate what ‘reductions in individual grants would occur. If the program
is funded, say, at 60 percent of what are considered full-funding levels, what
will be the impact on the individnal student’s estimated grant? The interested
members of the public—or at the very least, the national processors—should Le
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.able to determine the impact of appropriatons at less than full funding so that
-students and institutions can be informed promptly of the size of grants.

I will have more to say about the need analyses and program applications
-under the topic of general administration. )

Supplemental grants~—This program was first authorized in the Higher Educa-
tion Act of 1965 as the Educational Opportunity Grants Program. It was renamed
in the 1972 legislation. Although more money should be appropriated by the
Congress for this program—given the increasing number of students who qualify
and the increasing number of institutions that apply for the funds—no real
problems exist in the supplemental grants program, as administered on 1y
-campus. The average recipient at USC gets $800 from this program.

Work-study.~This program originally was authorized by the Economic Op-
portunity Act of 1964 and inciuded in subsequent legislation for postsecondary
-education. Again, more money should be appropriated by the Congress for this
program, up to the authorized level of $420 million for the 1975-76 academic vear.

Our record under the work-study prngram lgs been & good vne, I think.
Through the spring of 1973, the university and off-campus nonprofit agencies
‘were able to hire some 300 students per year to work part time and earn money
for their educational expenses, as well as to gain some vocational experience.
The average earnings per student have been about $1,000. This academic year,
with vastly increased funding, cluse to 1,000 students have been able to secure
jobs under the program. Undergraduates have been able this year to earn as
much as $2.75 per hour; graduate students, as much as $3.50.

As the years have passed, the money for the program has probably been used
more wisely than ever before. Students have been matched more readily with
suitable jobs—those relevant to their planned careers. If there were any doubts
-as to student’s reliability, they do not exist on my campus. Undergraduates have
been found to be just as reliable as any others in the performance of assigned
tasks. :

The program helps institutions as well as students. University offices and non-
profit agencies are able to secure additional help—reliable help—at a fairly low
-cost. Were they forced to hire more part-time employees instead of students,
major probiems would probably occur.

Although not part of the scope of this hearing, the cooperative education
program should be mentioned at this point. Thn univorsity is interested in
~developing programs that combine periods of full-time academic study and
full-time work in selected business and industries.

The Congress should view the work-study program and the cooperative educa-
tion program as forms of voeational education adapted to higher education.

Direct and insured loans—The direct loan program was first aurhorized under
the National Defense Education Act of 1958 and renamed in 1969. The insured
loan program was authorized under the Higher Education Act of 1965 and
extended since then.

Direct loans are made by educational institutions at 39, interest; insured
‘Joans, primarily by banks and other authorized lending institutions, at 7%
interest, At our university, about 4,000 students hold a direct loan that averages
21,000 4,000 students also hold insured loans, the average also $1,000. The
tederal government may subsidize the Interest on certain insured loans through-
out a student’s years in colleze,

Some of the current problems with loan programs are similar, and that is
why I have placed them in one category for discussion.

A most highly puhlicized problem has ieen defanlts on loans, particularly
insured loans. Iet me say that I do not condone such actions—students should
repay loans Just as anyone else Is required to do.

On my campus, I have found that student defaults on insured loans have run
‘between 6 percent and 10 percent. This information was taken from a survey
by United California Bank in T.os Angeles. Although this bank does not arrange
for all the insured loans to students on our campus, it does make many of them.

Towever, the rate of default on direct loans has been abont 3 percent on our
eampus—about half that of insured loans. This statistic is nothing to rejoice
ahout, though, since that rate a few years ago would have been less than 1 percent.

Why the difference in default rates?

Our student aid director helieves that colleges and universities are able to
maintain a current listing of students’ addresses better than the banks. Bank
officials in L.os Angeles say it takes them about one year to discover that a
student’s address is no longer valid—and by that time, the student may have left
Southern California altogether. 0 9
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A more important reason for the lower default rate on direct loans. thougl,
is that the incentives are stronger for educational institutions to collect such
loans. Because institutions can relend the collected money in new loans under
a revolving fund, our student loan collectors have good reason to be aggressive.
On the other hand, banks and other lending institutions can merely choose to
ask the Federal government to pick up the defaulted loans—although this is
changing. Students have now been told more fully at the time insured loans are
granted about their repayment obligations.

I would like to point out some other problems with loan programs.

A great burden may be placed on students’ futures because of the relative
scarcity of grants and jobs—and the availability, no matter how little, of loans.
Some graduate students have been told by banks and other lenders that beeanse
they have had direct loans as undergraduates, they cannot qualify for insured
loans, Because assistance programs for graduate students have been cut drasti-
cally in recent years, these people have no other sources of aid, except that which
their institutions may provide. -

What may be more disturbing is that students jn professional schools—T am
particularly referring to those in medicine and dentistry. althovgh the=e are
undobutedly others—have had to borrow up to $20.000 and $30,000 by the time
they earn their acdvanced degrees. On top of all this debt, these students are
expected to set up a practice somewhere upon graduation.

If this ig the prospect for those who are expected to be among the nation’s
highest-paid professionals, it is no wonder that students have found ways to
declare bankruptcy at an early age—an action that. incidentally. I do pot and
canuot condone. But can teachers, for example, with the salaries they will most
likely earn, hope to repay $5,000 to $10,000 in a reasonable time?

I will comment on the means test for insured loans under the topic if gen-
eral administration,

General administration—This section is devoted to comments about the prob-
lems in the process of administering Federal student assistance programs.

First, and briefly, the money authorized and appropriated to educational
instifutions for the administration of certain Federal student assistance pro-
grams cowld be increased slightly.

At the University of Southern California, for example, 17 staff members in
the stndent aid office process more than $17 million in uwniversity, private and
govermment funds. Although much of this work is routine, the allocation of the
controllable $0.7 million—incinding $£6 million in four Federal programs—
is anvthing but routine. The office is supposed to have a minimal role in the
administration of basic grants and insured loans, but staff members say they
spend more time on these than on most other programs combined.

The basic financial aid forms—Colloge Scholarship Service, American College
Testing Program, HEW’s Basic Grants and Insured loan forms—must be
standardized in such a manner so as to permit the use of one application and
one confidential financial statement for all Federal student assistance prograwms.
This is a high riority of a task foree in the Office of Rducation. The subeoni-
mittee shiould help ensure the adoption of a workable form.

At the same time, the role of need analysis and the determination of the ex-
pected family contribution to a student’s educational expenses must be studied
by the subcommittee A university repor: indicates that students are falling
$400 to $500 short—that actual need is still greater than what the national proc-
essing expect in family contributions to a student’s edneational expenses. The
maximum average difference between the expected contribution and the actual
amount provided by a family is $800 to $1,000. This is adjusted downward
about $100 to $150 after a student's earnings are taken into account. Neverthie-
less, the report’s findings are similar to one that was done recently in Michigan.
How accurate are the need analyses of the two major national processors? The
answer to tms question might well improve Federal student assistance programs.

The need analysis for the determination of insured-loan subsidies ought to
be modified or done away with altogether, as provided in ILR. 12523. While such
loans shonld not be made to those who clearly do not need them, the imposi-
tion of the means test has effectively barred students from families with incomes )
of more than $15,000 from getting insured loans at all. This was not the intent
of the law—it was merely meant to help determine which stndents were oligible
for the Federal interest subsidy. So I urge a cnange to ensure better access to
this program by middle-income families. ‘

The national services’ tables for expected family contributions to a student's
educational expenses are not realistic. Far too much is expected of a family—
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and with today’s uncertain economic conditions, the estimates of the national
services may be far off base.

Finally, I would like to say that the forward-funding provisions for most
Tederal student assistance programs have not worked too well—particularly
in this administration. Although this problem cannot be resolved by this sub-
committee, I want to say that it is a disservice to students, parents and finan-
“oial aid officers to gét such late notifieation of specific ald amounts. Students
would like notification as early as March-—not in late May or even during the
summer. This uncertainty must come to an end.

Mr. Chairman and members of the subeommittee, this concludes my testimouy.
Thank you once again for the opportunity to testify this morning. I will be

pleased to answer any questions you may have.

APPENDIX A

»

1971 NATIONAL FRESHMAN SAMPLES

[ percent}

USé freshman Private

W . Priva Alt

Parants’ income samples  universities universities
$10,000 OF1ESS oo cmmmw s mmommommmmmmmmmomemmmsmmnane 26 18 25
$10,000 to $15,000__ 17 24 32
$15,001 to $20,600. . 16 16 17
£20,001 to $25,000.. 11 12 11
$25,001 to $30.00¢__ 6 6
$30,000 antd OVer oo 23 21 10

"Sources: Entering Freshmen, Fall 1971, Office of Institutional Studies, University of Southern California. The American
Frashmen: National Norms for Fall 1871, American Council on Education.

APPENDIX B

PARENT'S OCCUPATION

Pereent
Professionar 1 (physician, lawyer, professor) — 16
Professional 2, managerial and executive (business executive, banker,
store manager, teacher, accountant) 35
Semi-professional, technical, smalil business, firm owner (programmer, lab
technician) 23
Puklic official or supervisor (office manager, poliCeman) wmw—eo—mw—mm—emee 4
Sales trades and clerical (auto salesman, secretary, department store
clerk) .. 6
Skilled, semi-skilled, general labor (electrician, machine operator, con-
struction worker) 16.
[in percant]
Parent’s education (highest attained) Father Mother
Grade school, samia high school 12 10
High schpol graduate. ... 15 29
Techaical, business or vocatio 7 10
Some college... .. 21 26
College graduate. 21 18
Some graduate/pr 10 4
Higher graduate degres_____ 2 1
Higher professional degree. . oo oo oo e oo oo 12 2

Source: A Profile of USC Undergraduate Students. Office of Institutional Studies, University of Southern California, 1972
APPENDIX C
BASIC EDUCATIONAL OPPORTUNITY GRANTSH PROGR:A)[
Academic year 1972-73

Authorization: None
Appropriation : None
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Academic year 1973-74
Authorization : Indefinite
Nixon request: $622 million
Appropriation: $122.1 million
USC's share: $45,000 (to date)
Academic year 1974-75
Authorization: Indefinite
Nixon request: $959 million
Appropriation: $500 million ($475 million with 5% impoundment provision)
USC's share: Undetermined
Academic year 1975-76
Authorization : Indefinite
Nixon request: $1.3 billion

SUPPLEMENTAL EDUCATIONAL OPPORTUNITY GRANTS PROGRAM

Academic year 1972-73
Authorization: $170 million
Appropriation: $210.3 million
USC's share: $251,182

Academic year 1978-74 .
Authorization: $200 million.
Nixon request : None
Appropriation: $210.3 million
USC's share: $522,420

Academic year 1974-75
Authorization: $200 million
Nixon request: None
Appropriation: $210.3 million
USC's share: Undetermined

Academic year 1975-76
Authorization : $200 million
Jixon request: None

COLLEGE WORK-STUDY PROGRAM

Academic year 1972-73

Authorization: $330 million

Appropriation: $426.6 million, of which $156.4 million was for fiscal 1971 to

convert program to a forward-funding basis

USC's share: $332,250(without matching funds)
Academic year 1973-74

Authorization: $360 million

Nixon requests: $250 million

Appropriation: $270.2 million

USC's share: $724,382 (without matching funds)
Academic year 1974-76

Authorization : $390 miliion

Nixon request : $250 million

Appropriation: $270.2 million

TSC’« dharce: Undetermined
Academic year 1975-76

Authorization ; $420 million

Nixon request: $250 million

FEDERAL INSURED STUDENT LOAN PROGRAM

Academic year 1972-73
Authorization ; Indefinite
Appropriation: 31974 million
USC's share: $4 million (estimated)
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Academic year 1973-74
Authorization : Indefinite '
Nixon request : $245 million ($30 million in supplemental)
Appropriation : $245 million
USC’s share : $4 million (estimate)
Academic year 1974-75
Authorization : Indefinite
Nixon request : $310 million
Appropriation : $310 million
USC's share : Undetermined
Academic year 1975-76
Authorizatics : Indefinite
Nixon request : $315 million

NATIONAL DIRECT STUDENT 10OAN PROGRAM

Academic year 1972-73
Authorization : $375 million
Appropriation : $286 million
USC's share: $1.4 million
Academic year 1973-74
Authorization : $400 million
Nixon request : No new funds/carryover of $23.6 million
Appropriation : $269.4 million plus carryover of $23.6 million
USC's share : $§3 million
Academic year 1974-75
Authorization : $400 million
Nixon request : $5 million
Appropriation : $283 million
USC’s share : Updctermined
Academic year 1975--76
Authorization : §400 million
Nixon request : $6 miliion .
APPENDIX D

CosT8 OF ATTENDANCE—THE UNIVERSITY OF SOUTHEEN CALIFORNIA

The increasing cost of college education is a matter of considerable concern
to students, parents, educators and public officials. Factual information on the
total cost of attendance is urgently needed to guide federal and state agencies in
developing eligibility guidelines for student financial assistance and for verifying
to these agencies the estimated budgets used by the USC student aid office.

Rapid cost iucreases are a major reason for the decline in the proportion of
college students enrolling in private institutions. During 197278, the average
total cost of attendance for a USC undergraduate womai living in the residence
halls was $5,230. This same student will need approximately $3,910 to attend
USC during the nine month 197475 academic year. A graduate man sharing an
apartment and commuting 20 miles a day spends about $5,280 during 1972-73 and
will spend approximately $6,550 during the 197475 year.

These estimates are based on a survey on the cost of attending USC con-
ducted by thie office of institutional studies. The USC student aid office requested
the study at the end of the spring, 1978 semester. Because of the short time avail-
able, the snrvey was conducted with a small stratified sample of undergradunate
and graduate in-session classes and questionnaires were distributed to students
during their class meetings.

This procedure does not provide information that can be confidently generalized
to the total population of students, but the data do correlate well with other
existing information on student costs and can be regarded as suggestive of the
expenses which most students do incur. There were a total of 234 respondents:
57% (133) were men, and 439, (101) were women ; 409, (94) were undergradu-
ates, 169, (38) were graduate students, and 44% (102) were professional stu-

42-884—T75 3
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dents. (A special effort was made to obtain information from professionat
students majoring in law, dentistry and library science.)

In order to estimate total expenses for a student over the 9 month seademic
vear, information was requested on the following possible expenditures:

1. Housing, food and related expenditures :
Room and board to parents o1 guardiaus
Room and/or board for residence hall
Aparatment or house rent (total and student's ghare) :
Non-refundable fees
Utilities
Phone
Food costs (excluding board contract)
Medical/Dental
Books
Equipment, supplies (e.g., art or lab materials, notebook, slide rules)
Laundry and cleaning
Clothing
Entertainment (including weekend trips)
Travel (including holidays, and beginning and eud of academic year)
Expenses related to sorority or fraternity membership not previously
reported
10, Household goods and/or personal expenses (e.g., cigarettes, shampoo,
paper products, ete,)
11, Babysitting and/or child care
12. Other expenses
13. Transportation
Car payments R
Car insurance
Gasoline and oil
Car repairs
Miscellaneous transportation expenses (e.g., bus fare)

Married students were asked to estimate costs for the above items for them-
selves and their families, If they had children, they were also requested to esti-
nlllate the dollar amount of their reported expenses that was attributabie to each
child, .

As appropriate cost information was analyzed by student residence, year in
college, seX, marital status, commuting distance to USC and by whetlier or not
the student was a dependent. For each expeuse category (e.g., vent, foed, books),
an estimate of the cost was made based on the median, mean snd standard de-
viation of the reported costs and on the proportion of students who had incurred
that expense. These estimated cost items were then put together in the form of
a sample basic budget for each different type of student (Table 1). These basic
budgets do not include car and commuting costs. Estimates of transportation
expenses are shown in Table 2 and must be added to the basic budgets of those
students requiring transportation.

For the 1974-75 acadeniic year the 1972-78 non-tuition expenses were increased
by 8.4%, and a tuition of $2910 plus $54 in fees was assumed.t

bt

PERASCR WP

1The estimate of an 8.49 increase in non-tuition costs was Lased on consumner price
index forecasts from May 1973 through December 1974 as stated in the “UCLA Pusiness
Torecast for 1973 and 1974, UCLA Graduate School of Management, September 1973,
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TABLE 1.—ESTIMATED COST OF ATTENDANCE AT USC FOR SEVERAL STUDENT GROUPS (EXCLUDING CAR AND
COMMUTING COSTS)

1972 -73 academic year 1974-75 zcademic year
Nontultion expenses!  Total axpenses 2 Nontumon expensesl Total expenses?
Group Men  Women Menv— Wamen Men Women Men Women
UNDERGRADUATES
Residence hall:
Room and board _.._.... $2,517  $2,715 35, 031 $5,229  $2,728  $2,943  %5,692 $5, 907
Room only 2,351 2,549 4,855 5,063 2,548 2,763 5,512 5,7
Sorority-house._ .. e 3,09 ... ... 5,613 e o 3,359 oo 6,323
Undergraduates at home:
Pay parents somathing_ _ 2,143 2,195 4,657 4,708 2,323 2,379 5,287 5,343

Do not pay parent any-

Undergraduates in  apart-

ments:
No roommates........-. 3,101 3,249 5,615 5,763 3,361 3,522 6, 325 6,486

With roommates._..._._. 2,643 2,791 5,157 5, 305 2,865 3,025 5,829 5,989
GRADUATES/PROFESSIONALS
Graduates/pr&!essionals at
hogaey: parents something.... 1,886 1,702 4, 400 4,216 2,044 1,845 5,008 4, 809

Do not pay parents any-
1,660 1,476 4,174 3,990 1,799 1,600 4,763 4, 564

1,693 1,745 4,207 4,259 1,835 1,892 4,799 4, 856

thin
Graduateslprofessmnals in

apartments:
No roommates... ... 3,102 3,068 5,616 5,582 3,363 3,325 6,327 6, 289
With roommates._._.... 2, 644 2,614 5,158 5,128 2, 866 2,834 5,830 5,798
TABLE 2,—ESTIMATES OF CAR AND COMMUTING COSTS FOR USC STUDENTS
1972-73 1973-74
Expense/group Men Women Men Women
Car:
Undergraduates:
Car Insurance $380 $280 $412 $304
Gasoline-oil 2 240 260 260
Repalrs 160 200 173 217
if ¢ 0 mi a day, add 80 100 87 103
Graduates/professlonals .
Car inSUTANCe oo ee e an 320 180 347 195
Gasoline-oil. o .. el 210 290 228 314
Repaifs. ..o iiiimiciies aiacaea- 130 140 141 152
tf commute over 20 miaday, add. . ... - ----- 80 100 87 108
Other transportation (do not drive to USC)... ... .______ 100 100 108 103

Mote: Some students make car payments and this expense should be included when appropriate.
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MARRIED STUDENTS

1972-73 academic year 1974-75 academic year
Nantuition Total Nantuticin Total
Group expenses ! expenses 2 expenses ! expenses ¥
No children_ __ $4, 146 $6, 660 $4, 494 $7,458
With children_. 5,696 8,210 6, 174 9,138

1See table 2 for estimates of car and commuting costs. . .
4 Total expenses inciude nontuition (except car and commuting) and tuition and fees (1972-73=%2,514; 197475
estimate=$2,964). Laboratory fees are not included.

Naote: Add approximate $1,000 mare per year for dental students, For married students with more than 2 children,
add $1,000 per child.

APPENDIX E

REPORT TO THE MINORITY AFFAIRS COMMISSION-—REVISED DRAFT: ANN I
Morey OFFICE oF INSTITUTIONAL STUDIES

An estimated 3,800 USC undergraduates (38%) are employed on a parttime
basis during the academic year, and an additional 1,500 undergraduates will
or are seeking occasional employment. .\ larger proportion of USC students who
have applied for financial aid are employed than are non-applicants. As we know,
many minority students are financial aid applicants. Some basic statistics are
given below.

STUDENTS ATTENDING USC

Percent Percent

employed minority

students students

Fall 1972 group in group in group
Continuing USC students denfed ald_ ... ... ..o eioai 70 23
Continuing USC students awarded aid. . 62 30
Firts time USC students awarded aid. . 53 47

First time USC students denied ald-. ... . g) 24
All USC undergraduales. o - oo eooene e cceaeacmncemeacaaccaceee

t Unknawn.

The student aid office offers two types of assistance to students seeking
employment. :

1. The Work-Study Program was greatly expanded during :73/74. Funded
by the Department of Health, Education, and Welfare, eligible students are
placed in jobs which allow them to maintain their academic responsibilities
while paying for the portion of their educational expenses not met by scholar-
ship, loans, or grants. Funds underwrite 70% of the student’s wages, while ine
on-campus or off-campus (being a non-profit, public service organization) .em-
ployer is responsible for the remaining 309, thus providing an incentive for
sueh employers to hire students.

EKligible students are those who demonstrate financial need as determined by
the student aid office. Students are allowed to earn up to the amount of deter-
mined need during the course of the year. Maximum wages for an undergradunte
is $2.75 per hour, and for a graduate student $3.50 per hour. Students may not
gain ncademic credit for their employment.

Thix year, 375 students are already employed with projected earnings of $750,-
300. With total potential earnings of $1,034,000 under the program, an additional
230300 students will be placed on the program for the spring.

The program has Dheen highly successful in putting minority students in work-
study jobs. In a report filed August 1, 1973 (see attachment) the proportion of
work-study student from minority groups (American Indian, Oriental, Spanish
surtame, and American Negro) constituted nearly half of all students on the
program during the academic year 1972-73.

The ineclusion of off-campus employers in the work-study program has greatly
inereased the quality of employment offered. An examination of the current
off-eanmipus employers (see attachment) reveals positions available with various
government and philanthropic agencies. Such position as research aids, admin-
istrative assistance, and teachers’ aides are offered. Admittedly, the greater
proportion of jobs remain clerical, particularly those on campus, but manual
labor positions under the program are practically non-existent.
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. 2. Regular student employment (non-work study). While the work-study
program has assisted students who are eligible under the program to obtain
employment, the majority of employed USC students are ineligible for the pro-
gram. These students must seek employment through other means. Primarily
because the students aid office has offered a limited eniployment service, few
students use the gervice and are helped by it.

A major deficiency is the identification and reeruitment of off-campus jobs.
The student aid office presently only lsts jobs where the employer has tuken the
initiative to call the office. Little recruitment of employers ig currently being
done. A proposal that a full-time staff person be added to carry on this function
was not implemented in June, 1973. As a result, there are few job openings listed
for students who do not dqualify for Work Study. Eifective communication be-
tween private employers and the university could greatly improve this situation,
The lack of available and suitable job opportunities is equally detrimental to all
students, regardless of background.

The office of institutional studies conducted an extensive study on student em-
ployment. Among the recommendations made on the basis of the results were:

1, The student aid oBice should greatly expand its employment service for
non-work study students. One gtaft person should have as his/her major respon-
gibilities (a) locating existing part-time job vacancies and (b) generating new
employment opportunities through contacts with business and industry, and (c)
assisting in the establishment of cooperative educational programs.

2. When thie expanded employment service is operational, a “guaranteed stu-
dent employment” program should be instituted as a possible source oi aid for
students who are ineligible for work study.

3. All departmental and other university requests for student employees should
be channelled through the student aid office.
© Current staff. The current staff for the work-study program consists of one
supervisor, two counselors, and two secretaries. The myraid of paperwork required
to meet Federal guidelines and smooth functioning with the Payroll and Account-
ing offices, precludes efforts for effectivé job recruitment with private employers.
This is unforfunate, particularly for a student who might find such an experience
a spriugboard into a future career.

Job placement, Students are still expected to do their own follow-up after this
office has provided job leads. This experience is valuable in that it acquaints the
student with interviewing procedures. It also encourages the student to consider
his own qualification and interests in pursuing employment, an essential step in
career planning.

RACIAL COMPOSITION

[Student body, fall 1972}

American indian Black Oriental Spanish surnam e

Numh

Percent Numbar Percent Number Parcent Number Percant

Undergraduate:

XL L) A 28 0.3 401 5.0 819 9.5 254 3.0
[ 18 117 ) TN 2 .2 53 4.8 61 5.5 18 1.6
Total undargrad (9,756)....ccmececcccnnn 31 .3 454 4.7 880 9.0 272 2.8
Graduate:
T (2.419; .............................. 7 .3 176 .3 132 5.5 97 4.0
[ 1) NS 13 .3 213 4.4 153 3.2 113 2.3
Total graduates (7,255) -« cccecencncnn 20 .3 389 5.3 285 8 210
Professional:
053): cecacmeamcc o cmans a oo 2 1 64 3.1 224 10,9 69 3.4
PT(65)ne el 0 eeeeenn 3.1 4 62 0.
Totai professional (2,118). . ceveeeunnnn. 2 1 66 3.1 228 10.8 69 3.3
TS mmmee e o eeemme e e eeeacaees 53 809 ... 1,303 .. 551 ...
Minorities as percantage of total enrollment of - e
10,896, e carccnrcccaveanctcm e camram——an 0.3 _....... A6 ..., 7.0 e 2.8

1 Oata taken from fall 1972 HEW compliance report.

Note: Total foreign student enroliment of 1,474 represents 7.4 percent of tota! enrollment. Total minority enrollment
of 2,906 (excluding foreign students) represents 14.6 percent of total student bedy (including foreign students), Minority
(excluding foreign students) represents 15.8 percent cf the tctal student body (excluding foreign students).
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APPENDIX F
[From the Daily Trojan, Feb. 21, 19731

PRESIDENT NIxoN'S NEW BUDGET FUTURE COURSE OF FEDERAL
FINANCIAL-4ID PROGRAMS FOR STUDENTS

WasnineroN.—Federal financial-aid programs for college students may he cut
back sharply—or increased greatly—if President Nixon's budget proposals are
enacted by Congress,

Why the highly contrasting prospects offered for such programs?

The $268.7-billion budget submitted Jan. 29 to Congress does regnest $622 mil-
lion for the establishment of the Basic Opportunity Grants Program, a major new
financial-aid program.

But, the budget does not include additional funds for the Supplemental Educa-
tional Opportunity Grants Progrum, the National Direct. Student Loan Program.
It requests $250 million for the College Work-Study Program and $310 million
for the Federally Insured Student Loan Program.

It this isn't enough to confuse students, parents and college officials, spending
on financial-aid programs for 1974-75 (and also for the current academic year and
perhaps years to cone) may denpend on the onteome of the impending showdown
between the President and Congress over the budget and national priorities.

What does this battle mean for USC? Because of the $240 increase in tuition
for 1973-74, making an annual rate of $2,700, 1arge increases or decreases in funds
for financial-aid programs may determine whether many students will continne
to attend USC—or leave because of the high eduecational costs.

In December, the Student Aid Office reported that 190 undergraduntes were
receiving $1659,332 in Edncational Opportunity Grants for 1972.73, an average of
$839 per student, well above the national program sverage of $600.

Tnder the National Defense Student Loan Program, 481 undergradunates were
receiving $401,009, an average of $834 per student; 185 graduate students were
receiving $128,550, or $695 per student. Both figures were above the national
program average of $670.

If money for the four major federal financinl-aid programs—Supplemental
Opportunity Grants Program, College Work-Study Program, Nutional Direct
Student Loan Program, and Federally Insured Student Loan Program—were to
be snddenly reduced, the university would have no means of providing enough gid
to make up for this loss, let alone the nceessary extra mouey to alleviate an in-
crease in student tuition. -

Therefore, students in serious financial trouble would probably not be able to
stay at USC.

On the other hand, if additional federal money were made available, perhaps
students would be able to continue—or start at the university.

Two different situations concerning federal education programs are involved
here, one affecting the current year's spending and the other affecting the 1073-
T4 programs and possibly beyond.

No une here really knows whether the bndget proposals for 1073-74 will repre-
sent an increase or a deercase in spending on financial-aid prograins, hecause it iy
not yet known how much will be available for 1973-74.

Ordinarily. the Office of Education, the ageney of the TU.8. Department of
Health, Edncation and Welfare that administers these programs, would have
known by June 30, 1972, iow mmnch money would be available for these programs
in 1973-74,

Cougress twice appropriated money for the department’s operations, but Presi-
dent Nixon twice vetoed the bills, saying more money was allocated than he origi-
nally recommended. Congress is expected to fry again with another money hill.

“The spending figures projected for the Office of Education are based on revised
1973 expenditures. one supplemental money bill already enacted and anotuer the
administration hopes Congress will consider soon, and the budget proposals for
1973-74.

Congress may again try to appropriate more money for finaneial aid than the
President would like to spend, if only heeause the total of requests from colleges
for more money are simply more than the actnal funds available in the current
budget,

“gill the budget, tt.on, inerease or decrease money for financial-aid programs?

It can be argued it will increase greatly funds for such programs, because the

"
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administration has asked Congress for $622 million for 1973-74 to establish
thei ‘Ifdsic Opportunity Grants l’rogrum, authorxzed in the Education Amendments
of 197

Under thix program, anyone who wants t6 attend college may get up to $1,400
fromt the federal government, minus the contributions he and his family can
wake toward his college education,

(‘ongress 18 considering the regulations under which grants niay be made.

On the other haud, it can be argued the budget will substantinlly decrease
student finaneial aid, because the administration failed to ask for additional funds
for the Supplemental Educational Opportunity Grants Program and Direct
Student Loan Program,

'This action, it is claimed, violates the provisions of the Education Amend-
ments of 1972, because the law says that before any mouney can be alloeated
for the Baxic Opportunity Grants Progmm, current mograms must be funded
at previous levels or better.

At least $130.1 million must be allocated for the Supplemenfal Educational
QOpportunity Grants Program, the law says; $237.4 million for the College Work-
Ntudy Program ; $286 million for the National Defense Student Loan Program.

Figures of the President’s Office of Management and Budget show that for
1971--72, these programs were funded well above these limits.

In fact, Congress authorized $18.5 billion over a three-year period for aid to
higher education in the 1972 act, though not all of this was allocated for student
aid. However, Congress did not approprizte any of this money.

(‘ongress authorized $170 raillion for the Supplemental Fducational Oppor-
tunity Grants Program for 1971-72, and $200 million in each of the next three
yvears. It authorized $330 million for the College Work-Study Program, and in-
ereases of $30 million annually for the next three years.

Large sums were also authorized for the National Direct Student Loan Pro-
gram, $375 million in 1971-72, and $400 million in each of the next three years, and
the Federally Insured Student Loan Program, $1.4 billion for 1971-72, and
increases of $200 million annually for the next three years.

In addition to the large increases in current programs and the establishment
af the Basie Opportunity Grants Programs. the 1972 act also authorized funds
for student-incentive grants by states that do not have such programs. Califoruia,
however, already has such a program, and weuld not be eligible for the $150 mil-
lion (‘ongress has authorized for such grants over a three-year period.

Furthermore, the 1972 act establishes the Student Loan Marketing Associa-
tion. a government-sponsored private corporation that will serve as a secondary
market for student loans. It will be financed by private funds, but Congress has
anthorized $3 million for the secretary of health, education and welfare to help
extablixh the organization.

Perhaps the Nixon administration, in its efforts to control federal spending.
hepes the funds provided under the Basic Opportunity Grants Program will
replace those under the Supplemental Eidueatioual Opportunity Grants Program,
extiblished by the Higher Education Act of 1063,

In ﬂd(htiun perhaps the administration hopes that oncé the Student Loan

_ Muarketing Association ix in full operation, the axsociation's resources, together

with those of the Federally Insured Student Loan Program. will ineet the needs
now partly served by the National Diveet Student TLoan Program.

I'he Federally Insured Student Loan Program, established by the Higher Edu-
catin Act of 1965, is ndministered by private and state lending agencies, while
the National Direet Student Toan Program, ercated by the National Defense
Edueation Aet of 1938, iy administered by edueational institutions,

Cangress may try to appropriate more money for financial-aid programs than
the: Pre<ident waits to spend,

If tha president’s planned ents in two programs stand. Congress will be accept-
ing presidential priorities in the budget—an action it will probably not take. at
least tndging from early indleations from both Democratic and Republican con-
gre~sional leaders.

But if Congress increases student aid funds, the President may veto money
bills or impound the funds. no matter what Congress does,

Whether Congress will accept President Nixow’s budget recominendations is a
question of where federal money sliould be spent,

The onteame of that strugele will have an immediate impact on student aid as
well ay other programs—and on USC students.
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{From the Dally Trojan, Apr. 10, 1973]

Fare oF STUDENT AIp HiNGES ON BUDGET BATTLE

WasniNoeroN—The amount of money for federal student aid Programs in
197374 will depend largely on the outcome of the battle between President Nixon
and Congress over budget priorities.

In this case, at least, it appears that President Nixon holds the upper hand,
much to the dismay of those in Congress who support full funding for all
education programs. )

If Congress approves the amounts required by the Education Amendments of
1972, well above the administration’s budget requests, the President may veto the
appropriations bill for the Department of Health, Education and Welfare, in
which student aid money would be included.

President Nixon has vetoed education appropriations bills before, so he will no
doubt veto any bill he believes will allocate more money than he originally
recommended in his budget. ]

BEven if Congress overrides a Presidential veto of education money—and it has
done this before, by margins far above the required two-thirds majority—Nixon
could impound the money he does mot want spent by orders to Roy 1. Ash, direc-
tor of the Office of Management and Budget.

If the Nixon administration’s impoundment procedures do not work—since
the executive’s power to impound money is not absolutely clear under the Con-
stitutiom, the President could lose this fight, too—it can always rely on Caspar W.
‘Weinberger, the HEW secretary.

Weinberger, nicknamed “Cap.the Knife” because of his budget-cutting reputa-
tion as Gov. Ronald Reagan’s finance director and later as Nixon’s director of the
Office of Management and Budget, has pledged to hold down expenditures in his
department.

Any money the Nixon administration did not ask for in the 1973-74 budget
would presumably be considered excessive under Weinberger’s pledge, including
extra student aid money.

However, Congress does have one strong argument against the Nixon admin-
istration it can use in the battle over student aid programs: The President’s
budget request in this category for 1973-74 and his request for a suppiemental
appropriations bill for 1972-73 violate the law.

Senators and Representatives will not let the Nixon administration forget,
either.

President Nixon asked for $622 million to establish the Basic Opportunity
Grants Program, authorized by the Education Amendments of 1972. The money
was requested in the 1972-73 supplemental appropriations bill, but it will not be
spent until the 1973-74 academic year. )

However, before any money can be allocated for that program, the Bducation
lA.melgdments of 1972 say three current programs must be funded at minimum
evels. : -

On these minimum standards, the Nixon administration’s budget requests fait
in two of three instances.

At least $130.1 million must be allocated for the current Educational Oppor-
tunity Grants Program, the law says. However, this program, which is renamed
the Supplemental Opportunity Grants Program, would receive nothing in 1973-74
under Nixon’s budget requests.

At least $286 million must be allocated for the National Direct Student Loan
Program, which is administered by educational institutions. This program was
created by the National Defense Bducation Act of 1958 and was renamed in 1969.

Here again, the Nixon budget fails to meet the law, for it requests nothing for
this program in 1973-74.

Only the College Work-Study Program request for 1973-74 meets the standard
of the BEducation Amendments of 1972, for President Nixon asks for $250 million,
Jjust above the minimum of $237.4 million. )

The Nixon administration did ask for a $95-million increase in the Federally
Insured Student Loan Program, to $310 million in 1973-74. However, the Educa-
tion Amendments of 1972 do not require any minimum allocation of funds for
this program.

Members of Congress have sharply criticized the Nixon administration for
ignoring the 1972 law and failing to include money for the Supplemental Oppor-
tunity Grants Program and the National Direct Student Loan Program.
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“The budget submission violates the law, and we cannot allow this to stand,”
Ren. Carl D. Perkins (D-Ky.), chairman of the House Education and Labor
Committee, said.

Rep. John Brademas (D-Ind.), chairman of the House education subcommittee
on special programs, agreed, describing Nixon’s student aid budget request as
“one more willful expressica of contempt for the Qengressional intent.”

HEW officials have defended the administration’s budget request. Acting Com-
missioner of Education John R. Ottina said the budget request includes an appeal
to Congress to reconsider the provisions of the Education Amendments of 1972
that require funding of current programs at minimum levels.

This could be done, he said, by inserting language in the supplemental appro-
priations bill for 1972-73 that would allow the Basic Opportunity Grants Pro-
gram to be funded at $§622 million despite the requirements of 1972 law.

Rep. James G. O'Hara (D-Mich.), chairman of the House subcommittee on
higher education, urged Congress to ignore the Nixon administration’s request
to bypass the 1972 law.

«Let us obey the law the way we wrote the law, and let us fturn down
the request of the administration that it be granted annesty from observing
a law which it finds uncomfortable to live with.” O'Hara told the House HEW-
Labor appropriations subcommittee.

HEW Secretary Weinberger, however, told the same subeommittee the Nixon

“student-aid budget proposals “will strengthen individual chioice.”

With the proposed special revenue-sharing program for elementary and sec-
ondary education, he said it is “‘a significant part of our effort to move power
and decision-making away from the federal government in Washington."”

Sen. Warren G. Magnuson (D-Wash.) aund Sen. Clifford P. Case (R-N.J.},
the second-ranking minority member on the Senate Appropriations subcommittee
for Labor-HEW programs have urged the Nixon administration to provide the
supplemental opportunity grants program with $130 million to meet the require-
ments of the education amendnients of 1972,

Since he asked Tor the supplemental bill, Nixon is not likely to veto it or
impound the money.

The Nixon administration’s student aid programs for 1973-74 total $1.2 bhillion,
without money for the Supplemental Opportumity Grants Program and the
National Direct Student Loan Program Congress would like to appropriate. at
least $1.6 billion. including money for the two prograins above.

But which side will prevail in this part of the budget battle has vet to be
known. The opportunities for millions of college students, though, are in the
balance.

[From the Daily Trojan, Apr. 25, 1973]
CoONGRESS APPROVES SUPPLEMENTAL BILL FOR FEDERAL STUDENT Amp Fuwnps

W ASHINGTON.—Congress has approved a supplemental appropriations hill that
will provide $872 million in federal student aid funds for 1973-74.

The measure also provides for an extra $468 million in veterans' education
and training benefits. .

Althiough the student aid money is allocated in a different manner than he
originally asked, President Nixon is expected. with some relictance, to sign
the bill intolaw, or at least let it become law without his signature.

I1e is not expected to veto the bill because it would further delay mouey for
federal student aid programs.

Colleges and universities across the vation, including USC. have started to
accept students for the coming academic year and must know liow unich inoney
will be available from the federal government, so that their finaneial aid officers
can tell new as well as current Students how nueh money they can expect.

T"urthermore. the President will probahly not veto the bill because it includes
veterans' benefits, and because the stndent aid money he asked for in the supple-
mental appropriations bill is the total he originally requested—and not a higher
oune.

The $872 million as approved by Congress is allocated mostly for a current
programs and not for the new Basic Opportunity Grants Program, for which
Mr. Nixon had sought most of the money.

"Phie hill provides $210.3 million for the Supplemental Opportunity Grants Pro-
gram (formerly the Educational Opportunity Grauts Program). $270.2 million
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for the College Work-8tudy Program, $269.4 million for the National Direct
Student Loan Program. With carryover funds, the direct loan program will
have a total of $293 million for 1973-74.

Only $122.1 million is allocated for the basic grants program, authorized by the
Education Amendments of 1972,

President Nixon,.in his request Jan. 29 to Congress for a supplemental appro-
priations bill, had asked $622 million for the basic grants program, $250 million
for the work-study program, but no money for the other programs.

The student-aid money bill was to have been reported out of the House Appro-
priations Committee in May, but in a surprise move April 12, the $872 million
was added to an urgent supplemental appropriations bill containing $468 million
for veterans’ benefits and $26.8 million for airline mail subsidies.

The appropriations bill is technically for the fiscal year ending July 1, hut
the money will not be spent until 1973-74, becauge student aid programs are put
on a forward-funding basis. .

That is, money for student aid is allocated long before it is actually spent,
so that financial aid officers will know what they can expect from the federal
government,

However, Congress has delayed action on these programs until the last minute,
and sometimes beyond that, so that financial officers, students and parents are
left waiting for months before they can make their plans for the next academic
Year.

The bill-this year came late, though, because President Nixon has twice vetoed
appropriations bills for HEW that contained student aid money. Congress passed
appropriations that were well above Mr. Nixon's original request.

Congress was forced to pass supplemental appropriations bills to keep HEW
programs operating,

Yet to come is the battle over the President’s student aid budget for the fiscal
Year starting July 1 or fiscal year 1974. The money in this budget. although
allocated in 1973-74, will be spent by the colleges and universities in 1974-75.

President Nixon has asked for $959 million for the basic grants program,
§260 million for the work-study program, $5 million for direct loans, and $310
million for the Federally Insured - Student Loan Program, or the guaranteed
loan program, .

He asked for nothing for the supplemental grants program,

Again, Congress will challenge the presidential proposal on the hasis of the
Education Amendments of 1972 and the requirement for financing current
programs.

[From the Daily Trojan, Apr. 27, 1973]
STUDENT GRANT PROGRAM CavenT 1y CoNGRESS, WHI1TE FIOUSE CoNFLICT

WasHINGTON.~—The Basic Opportunity Grants program may be dead for the
1973-74 academic year, or at least it is off to a slow start.

President Nixon requested $622 million to start the program, bnt Congress
provided only $122.1 million for the 1973-74 school year.

Congress has yet to approve regulations for the program as anthorized by the
Edneation Amendment of 1972, )

The regnlations were Submitted Feb. 1 by the Department of Health, Edueation
and Welfare. Several members of Congress have critieized the regulations on the
grounds that they would discriminate agninst students whose parents are small-
business owners or farmers.

Neither the House nor the Sepnte has adopted a resolution disapproving the
proposed regulations, even though such a resolution had been proposed April 8
by the Honse Special Subcommittee on Edncation.

Subcommittee Chairman, James (1. O'Hara (D-Mich.) instead sent a letter to
John R. Ottina, acting U.S. commissioner of edneation, asking him to revise the
regulations to solve this problem in time for next year.

O'Hara also asked Ottina to submit next year's proposed regulations earlier
than the legal deadline, which is Feb, 1, 1974.

The Senate Subcommittee on Education held a hearing on the regulations
Feb. 22, put has taken no further action.

Under the 1972 law, Congress has until May 1 each year to disapprove. the
regulations offered by the department for the program, which provides for grants
of up to $1,400 minus the student’s expected family contribution,
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Sen. Claiporne Pell (D-R.1), chairman of the Senate Subcommittee on Xduca-~
tion and originator of the basic grants prograre, proposed an amendment to limit
grants of 1973-74 to first-time, full-time students, because of the low funding.

Pell suggested the amendment because he said that if the §122.1 million were
distributed to all students, the average grants would be $80.

Limiting the funds to first-time, full-time students, he said, would provide sub-
stantial help to fewer students.

Pell’'s amendment to House Joint Resolution 393, approved April 18 by the
Senate, extends the life of the National Commission on Financing of Postsecond-
ary Education to mid-1974. Under present-law, the commission is scheduled to
.disband April 30.

The resolution was sent to a House-Senate conference committee, which will
meet after Congress returns from its Baster recess.

[From the Daily Trojan, Oct. 5, 19731

Cur 1¥ FEpERAL AID FEARED BY DIRECTOR

Although university-controlled student aid funds are at their highest level
ever—nearly double that of last year—the director of the Student Aid Office fears
that changes in federal programs may cause USC to lose such funds next year.

About $9.7 million is controlled by the uuiversity for student aid this vear,
compared with $5.7 million last year.

But Pamela Walbom, director of the Student Aid Office, snid most of the $4
million increase came from federal student-aid programs—and that if the Nixon
administration were sucecessful in its proposed changes, USC stands to lose a
great deal of that increase.

“We are greatly concerned about the Nixon administration’s proposed changes,”
she said. “We would have no resources to help those affected by the elimination
of federal student-aid programs.”

The Nixon Administration’s fiscal 1974 budget proposes the elimination of two
programs, the Supplementary Educational Opportunity Grants Program for low-
incomea students, and the National Direct Student Loan Program.

In January, the Nixon administration asked Congress to end the programs
as of July 1, which would have meant that no more new money would have been
available after this academic year.

However, the administration’s move failed in Congress “because of congres-
sional anger after Watergate,” Walbom said.

Congress voted out a bill, reluetantly signed by President Nixon, that largely
continued current programs and under-funded the adniinistration’s new pro-
gram, during the spring. The total appropriation was $872 million. )

The university received more than $250.000 from the former Educational
Opportunity Grants Program. It now receives more than $500,000 from the
successor program of supplementai grants.

Natinnal Direct Student Loans more than doubled, from $1.4 million last year
to $3 million.

The college Work-Study Program, under which students may work part-time
with federal support, had a similar increase, from §450.000 to §1 million.

But the Basic Opportunity Grants Program, established under the Education
Amendments of 1072, offered only $45,000 to the university.

“Phat program can't possibly be fully operative, at least for another fow
years,” Walbom said.

Congress allocated only $122 miliion nationwide to the bhasic grants program.

Wy such large increases in federal funds? “We applied for more funds than
we did last year—and we were able to document to the government our need for
such funds,” the director said.

Walbom was assisted by James R. Appleton, vice-president for student affairs,
in obtaining additional federal aid.

{From the Daily Trojan, Oct. 9, 1973]

Frxaxcian Am Is Linkep Wira ApamissioNs Poricy

Because the admission of the brightest, most talented students was one of
USC's major concerns under its Master Plan of the 1060’s, the availability of
financial aid was also a top priority, too.
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Although tuition in 1961 was only $900 a year, compared with $2,700 currently,
most officials recognized that if USC students were to represent a wide range of
economic, geographical, and racial backgrounds, the university would have to
assist those most in need of financial aid—no matter what tuition was.

A report to the University Planning Commission, the group appointed by Presi-
dent Norman Topping in 1958 to develop the Master ’lan, described the need for
student financial aid as it related to admissions policies.

The report, Student Life and Student Services, 1966-80, issued in March,
1967, said :

~For a university to assure itself of a student body which is capable of profit-
ing from its program, it must find ways to enable students from many watks of
life to enroll, as ability and potential in young people are not distributed accord-
ing to the socioeconomic level of their families.

“The provision of a financial aid program for students whose financial resources
fall short of meeting the costs of private higher education affirins the helief that
qualities sought in students are to be fouud in every social, racial and economic
level of society.

“When possible, students should be acecepted for college-level study on the
quality of their achievement, their future promise. and their character.

“Financial assistance to those who have problems in meeting educational costs
should be a next consideration.”

However, until 1961, USC:did not even have an office to administer financial
assistance.

Scholarships—the few that existed—were handled by the Admissions Office
and ihe Business Office. Loans were made by the Business Office.

‘art-tinte jobs were arranged by the Vocational Placement Burean (prede-
cessor of the Career Ilanning and Placement Center), which sought full-time
jobs for graduates.

But the demand for more student financial aid and the increased availability
of money fur it led to the establishment of the Studeut Aid Office in 1961. )

The demand for aid came from the growing numbers of students from low
and middle-income families at USC and other universities across the nation. Once,
college was merely for those who could afford it without help—but no move,

“On the undergraduate level, a vastly increasing liroportion of the population
looks upon a college education as essential to personal development and advance-
ment.” the 1967 report said. deseribing the trends of the 1060s.

“Ag society grows more complex and the regponsibility of its individual mem-
Ders increases, a broader base of access to higher education is indicated for those
wlho demonstrate the motivation to achieve it and the capacity to benefit from it.”

The increased availability of such aid was caused in part by the generosity of
donors and by the university’s own efforts, but mainly by the state and federal
governments.

After World War II, the federal government helped finance the college educa-
tion of millions of veterans—including many at USC—through what beeame
known as the GI Bill of Rights. Such benefits were later extended to other
veterans.

This was actnally the Serviceman’s Readjustment Act of 1944.

But not until the Soviet Union launclied Sputnik T in October, 1957, did the
federal government identify higher education as a national priority.

TUnder the Natlonal Defense Eduecation Act of 103K, the first of the federal
finuncial-nid programs—the National Defense Student Loan Irogram—wns
established. Others soon Tollowed.

Nevertheless, when Florence Scruggs was named as the first direetor of the
Student Aid Office in 1961, USC had less than $500,000 to administer in finaneial
aid—and no guidelines.

‘“SWhen we established the Office of Student Aid at USC, there were virtually no
precedents. We had to make our own rules and regulations,” she said in an
interview in June, 1970, shortly after her retirement.

By the time she retired. the office was administering about $11 million. (It is
$17 million today.)

Because the availability of financial aid iz tied so closely with admissions
policies, the university made the acquisition of additional aid one of its five fund-
raising goals in A Priority for the 70s.

When the Board of Trustees considered the statement of goals for A Priority
for the 70s, the program of academic improvements in this deeade, financial aid
was mentioned.
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The board’s Academlc Affairs Committee, in a preliminary resolution issued
Feb. 19, 1970, said, “Such (undergraduate) programs must be supported by ex~
panded scholarship funds, both restricted and unrestricted.”

Although this sentence was deleted from the final statement approved by the
board April 30, 1970, the fund-raising goal of au additional $1.5 million for schol-
arships, fellowships, loans and work-stuffy programs was confirmed.

‘What has happened since 1970? .

President John R. Hubbard said in aun interview in fall, 1972, that A Priority
for the 70s, approved under topping’s administration, was an interim step toward
agcomprehensive fund-raising plan for the 100th auniversary of the nniversity in
1980.

Such a fund-raising plan is still under developnient by planning committeer. It
is not known whether student tinancial aid will remain one of the top goals.

However, at least two university panels have called on the administration to
take such action.

“We believe that both the quality and quantity of financial aid plays au im-
portant role in recruitment and retention of students, and that the efficieut admin-
istration of existing resources and the generation of new resources should be one
of the major goals of the university,” the Student Aid Committee said in a spe-
cial report in June, 1972.

Hubbard’s Commission on Student Life, in its report of September, 1972. en-
dorsed the committee’s report:

“We recommend that the university exert every possible effort to implement
imniediately the recommendations . . . beeause we feel there iy no more critical
priority than adequate stndent aid funds and the most efficient administrative
offices to couusel studeuts and process these funds.”

[From the Dally Trojan, Oct. 9, 1973]
Stupy SHows STUDENT Bopy Nor DoOMINATED py WEALTHY

USC is dominated by studeuts trou wealthy tamilies, it has been said, but
this does not appear to be so, if a university survey is an aceurate indicator.

In a sample of 1971 entering freshmen, polled by the Office of Institutional
Studies, 269 have parents with total income under $10,000.

This percentage is higher than the average in this group (18%) for private
universities throughout the nation. as determined by flie American Council on
Education in fall, 1971,

On the other hiand, USC attracts more freshmen with parental income over
20000 (239,) than the average private university (21¢5) or any university

AV

(10%).

Turthermore, only 17% of the entering freshmen had pareuts with totnl
income between $10.000 and $15,000, a8 compared with 23% in private uni-
versities and 329% in all American universities.

More evidence of socioeconomy diversity in the Student body ean be found
wlen the occupations of students’ fathers are classified.

A slight majority of the student saniple (519) had fathers in professional
managerial occupations ;other fathers (239%) are in such sewi-professional
occupations as small business. -

But 169 of the students had fathers as skilled, semni-skilled or general laborers.

Still more evidence of student diversity can be indicated in parents’ ednca-
tional background.

Nearly half the fathers (45%) and 259, of the mothers hold at least a bacle-

lor's degree. On the other hand, 129, of the fathers and 109, of the mothers did

not graduate from high school.
Becanse economic backgrounds of students differ so much, the cost of attend-

ing USC is high for many students and parents. )
“Tor almost all of these students there are nunierous less expensive, less

difficult. alternative universities or colleges to attend,” Rosemary ClLiff of the
Office of Tnsiitutional Studies wrote in a survey of sophomores in spring, 1971,
“Pheir attendance at USC represents a definite comnmitiient worthy of some

degree of personal and family sacrifice.” .
In a survey of student employment in 1972, 389 of the sample held part-time

jobs—and 159% sought them.
The cost of USC was cited as the most important single factor in the departure

of some freshimen in the 1970 entering class.
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In a study of freshman attitudes issued by the Office of Institutional Studies
in April, 1972
“This (cost) ... ranged from absolute inability to provide the finances to an
evaluation that value received was not worth the price—especially at the
lower-division level.”

President John R. Hubbard’s Commission on Student Life, in its report of
September, 1972, recognized the financial probiem for many families.

“The high cost of education has made it increasingly difficult for all students
to afford to attend a private university such as USC,” the report said.

“Because the increasing tuition costs work a special hardship on students
from a more modest socioeconomic background, the commission is much con-
cerned with the university’s capacity to provide adequate financial aid to
students who need it. .

“We are aware that there are difficult implications of an admissiong policy
which, by default, is determined primarily by a student’s ability to pay for the
entire cost of his education.”

[F'rom the Daily Trojan, Oct. 16, 1973]

STUDENT A1 BECAME A FEDERAL PRIORITY

Federal financial aid has made it possible for many students to attend USC
and other universities, aud therein lies a dilemma for the university.

Although such funds help to diversify its student body by allpwing students
from many econontic and racial backgrounds to attend USC, such funds also
require the university to comply with numerous federal regulations, depriving
it of some of its autonomy.

A chapter of Student Life and Student Services, 1966-80, a report to the Uni-
versity Planning Commission in March, 1967, summarized the impact of such
programs.

*The impact of recent federal programs on the whole field of financial assist-
ance to students in colleges and universities has been revolutionary,” the report
said.

“The relative independence formerly enjoyed by institutions in administering
their own aid programs has shifted to a kind of junior partnership with the
government, which controls the use of large sums of money.

“Previously most private institutions selected recipients of undergraduate
scholarships from exceptionally bright applicants . , . The new government
programs focus-on able students who are eligible for admission to a college
and whose family resources are inadequate for their education.”

Federal aid to education is not new—it dates back to 1787, when the North-
west Ordinance required land grants in support of public education.

But in the wake of the Soviet Union’s launch of Sputnik I in October, 1957, the
United States government declared higher education a top national priority.

In his State of the Union message of Jan. 9, 1958, President Dwight D.
Eisenhower asked for what was to become the National Defense Education Act.

“In the area of education and research, I recommend a balanced program to
improve our resources, involving an investment of about a billion dollars over
a four-year period.” Eisenhower told Congress.

*“This involves new activities by the Department of Health. Fducation and
Wellare designed principally to encourage improved teaching quality and stu-
dent opportunities in the interests of national security.”

Eisenhower and the nation perceived a Soviet threat, and in a special message
on education Jan. 27, 1958, he explained the role of higher education in meeting
the erisis. .

“But if we are to maintain a position of leadership, we must sec to it that
today's young people are prepared to contribute the maximum to our future
prozress.” he told Congress.

“Beeause of the growing importance of science and teechnology. we must
necessarily give special—but hy no means exclusive—attention in science and
engineering.” v ’ ¢

Eisenhower proposed a program of federal scholarships for high school
graduates who lacked financial means to go to college—10,000 per year, reaching
40.000 by the fourth Year.

Ilowever, the bill. as passed by Congress, did not provide for any scholarships.
Instead, it provided for a loan fund-—the National Defense Student Loan Pro-

do
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gram. The name of the program was changed to the Nationai Direct Student Loan
Program in 1969.

Nonetheless, Eisenhower signed the bill into law Sept. 2, 1958, seven months
after its introduction.

The next major federal student-aid program actually was proposed under
President Lyndon B. Johnson’s War on Poverty in 1964,

In asking for what was to become the Economic Opportunity Act of 1964, LBJ
included the College Work-8tudy Program.

“There i8 no more senseless waste than the waste of the brainpower and skill
of those who are kept from college by economic circumstance,” Johnson said
March 16, 1964, in a special message to Congress,

“Under this program they will, in a great American tradition, be able to work
their way through school. They and the country will be richer for it.”

Johnson proposed to provide full-time and part-time students workers for such
nonprofit organizations as hospitals, playgrounds, libraries and settlement houses.

In January, 1965, LBJ proposed not only an expansion of the work-study pro-
gram, but also a college scholarship program for needy high school graduates
and guaranteed low-interest loans for college students.

“Higher education iz no longer a luxury, but a necessity,” he said Jan. 12,
1965, in a special message to Congress.

He proposed what wasg to become the Educational Opportunity Grants Program.

“For many young people from poor families, loans are not enough to open
the way to higher education,” he said.

“Under this program, a special effort will be made to identify needy students
of promise early in their high school careers, The scholarship will serve as a
building block . . . so that the needy student can chart his own course in higher
studies.”

Ie also proposed what was to become the Federally Ingured Student Loan
Program. 7

“We should assure greater availability of private credit on reasonable terms
and conditions,” he said.

“This can best be done by paying part of the interest cost of guaranteed loans
made by private lenders—a more effective, fairer and less costly way of providing
assistance than the various tax-credit devices which have been proposed.”

Both programs were enacted under the IHigher Ilducation Act of 1963, which
I.BJ signed Nov. 8§, 1965, at Southwest Texas State College, his alma mater.

Besides such general programs, the federal government established student-
aid programs in the 1960s to fill needs in what it considered to be two ecritical
areas—health care and law enforcement.

On Sept. 24, 1963, President John F. Kennedy signed into law the Health Pro-
fessiong Ecducational Assistance Act, which, among other things, provided loans
to students in medicine, dentistry, nursing, and other related fields.

In 1965, JFK’s successor asked for a scholarship program in henlth-care
training.

“Traditionally, our medical profession has attracted outstanding young tal-
ent and we must be certain that this tradition is not compromised,” LBJ suid
Jan. 7, 1965, in a special message to Congress.

“The high costs of medical school must not deny access to the medical pro-
fession for able youths from low- and middle-income frunil’es.”

On Oct. 22, 1965, LLBJ signed the Health Professions Iducational Assistance
Amendments into law.

As for law enforcement needs, Johnson proposed a grants program in Feb-
ruary, 1967, as part of his recommendations to Congress based on the report
of his Commission on Law Enforcement and the Administration of Justice.

The Law Enforcement Education Program was part of the Omnibus Crime
Control and Safe Streets Act that LBJ signed June 19, 1908.

However, even the federal student-aid programs of the 1960s were not enough
to achieve what President Nixon desired.

“No qualified student who wants to go to college should be barred by lack of
money. That has long been a great American goal; I propose that we achieve it
uow,” Nixon declared March 19. 1970, in a special message to Congress.

He proposed measures to increase federal aid to the neediest students and

the establishment of a national student loan association to make more money
available for college loans. )
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On Feb. 22, 1971, he prodded Congress to act on his proposals, for “existing
legislative authority for the basic federal higher education programs expires at
the current fiscal year.”

It was not until June 23. 1972, however, that President Nixon signed thie Edu-
cation Amendments of 1972, which extended all current programs and established
the Basic Opportunity Grants Program and the Student Loan Marketing Asso-
ciation.

The basic-grants program offered students up to $1,400 anmnually toward col-
lege costs, minus the expected family contribution.

[From the Daily Trojan, Oct. 24, 1973]
N1xoN-CoNorESS BATTLE MAY STALL STUDENT Alp

Because of US("s dependence on federal funds as the major source of financial
aid for students, the director of the Student Aid Office is worried, especially
this year.

Pamela Walbom, the director, fears that if the Nixon administration contin-
ues ity attempts to abolish two major student-aid programs in definance of con-
gressional intent, “it’s going to be another one of those years.”

That can mean only bad news for students. Financial-aid funds for the 197475
academic year conld again be delayed because of anotlier confrontation hetween
President Nixon and Congress over the amount of funds and which programs
they should go to.

If this happeus, financial aid officers will not be able to inform hoth enrrent and
entering students of how much they can expect for next year. Students, purents
and university officials will again face cornfusion and last-ininute worries.

Because another increase in tuition is possible for 1974-75, the question of fed-
eral student aid becomes even nmore critical to the university.

“There's no question the federal aid will again be our wmajor resource.” Wal-
bom said in an interview. “But it's a cause for tremendous frustration, because
control of the funds is not wholly within the university.”

Student-nid funds at the discretion of the university total £9.7 million this yenr.
as opposed to $5.7 million in 1972-73. However, nearly all of the inerease came
from additional federal support.

The budget confroutation may come sooner than expected.

The Senate passed Oct. 4 an appropriations bill of $33.4 billion for the Depart-
ments of Labor and Health, Education, and Welfare. This is $1.8 billion more
than President Nixon requested in his budget.

9The money, although included as part of the 1973-74 budget, will be spent in
1974-785.

Of the increase $1.1 billion is for education programs, inelnding student aid.

The Senate version contains $600 million more than the hill passed by the
House. The differences must be resolved in a House-Senate conference committee,
and a bill is expected to be sent soon to President Nixon, following final approval
by both houses.

T'he bill was sent to conference Oct. 9.

However, even a comproniise version would probably appropriate more money
than Nixon wants spent—and could well invite his veto. Nixon has vetoed FTIW =
Labor appropriations bills five times.

On the other hand. Cengress has overridden such vetoes before by the requirer
two-thitr(ls majority, because education programs have had broad congros<ionnl
support.

Because President Nixon is curently in deep trouble. he is unlikely to force
a test of his remaining strength in Congress by vetoing this bhill.

IIe has not had a veto overridden by Congress this year, but he might lose
this test—and suffer greatly.

It he decides to sign a budget-breaking bill and impound the extra motey
instead, he faces the anger of not only members of Congress but educitors—sanil
possibly ecould lose in the courts.

If Nixon decides to fight Congress on this issue. it could take several moutbs.
If the veto is sustained, college financial-aid officers, students and parents would
Lave to wait until a compromise is reached. Co

As it tried to do for this academic year, the Nixon alministration seeks the
abolition in 1974-75 of the National Direct (formerly Defense) Student Loan
Program and the Supplemtental Edueational Opportunity Grants Program.

'
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USC students receive an estimated $3 million in direct loans this year, as
" opposed to $1.4 million last year, They are getting more than $500,000 in supple-
mental grants this year, as opposed to $250,000 last year.
"The Nixon administration, in a 1978 supplemental aphropriations request
Jan. 29, had asked nothing for these two pPrograms for the 1973-74 academic yeur.
Had Congress complied, no supplemental grants would have been awarded this
year, and direct loans would have been limited to the amount USC receives
each year in repayments from its graduates.
Congress, however, alloeated in the spring $210.3 million nationally for supple-
mental grants and $269.4 million for new direct loans. With earryover funds,
direct-loan funds totaled $293 million.
The Nixon request in the 1973-74 budget for .he 1974-75 academic year, also
made Jan. 29, was only $5 million for direet loans and nothing for supplemental
grants.
~ However, Congress is again expected to reject the President’s requests and ¢on-
tinue the two programs, which are specifically aimed at helpiug students from
low-income families. -
The andministration’s requests emphasize full funding of the Basic Opportunlty
Grants Program, established by the Bdueation Amendments of 1972, aud the |
Federally Insured Student Loan Program. |
For the 197374 academic year, Nixon asked for $622 million for basic grants |
and $310 million for insured loans. |
He got what he wanted for insured loans, but only $122.1 million for basie |
grants, because of the congressional refusal to alter program priorities.
This meant that no student was able to get the maximum of $1,400 in a basic
grani (minus the expected family eontribution) because the program was $0
underfunded. The maximum, instead, was $450.
USC students received only $45,000 under this program for 1973-74.
“Phat program can’t possibly be fully operative at least for another few years.”
Walbom said.
Walbom had her doubts about the availability of insured loans, since such
loans are determined by banks and other lending institutions, unlike other
federal programs, under which eolleges themselves make the judgments.
Although the Student Aid Office is required to analyze the student’s finaneial
statement for need, determine the amount he will receive. and whethier he pays
interest from the date of the loan, the banks decide the actual loan.
“I"n not sure the bankers are willing to lend any more money to studeuts at
this time,” Walbom said. On the Bast Coast and in Northern California, she
said, banks are becoming more unwilling to grant such loans.
“Phe university itself could become & lending institution, but that would he
terribly expensive ag far as administrative costs nre concerned.” she said.
The director has discussed this possibility with James R. Appleton, vice-presi-
dent for student affairs, but she is not enthuslastic about it.
Tnsured loans earry an interest rate of 7% ; direct loans, 39%. Thls is why many
in Congress oppose the abolition of the direct-loan program,
Nixon and Congress seem to agree on the College Work-Study Program. For
1973-74, Nixon asked for $250 million; Congress approved $270.2 million. For
1974-75, Nixon again asked $250 million; Congress is likely fo approve a higher
amount.
USC students under this program got a little niore than $450,000 in 1972-73 aud

|
more than $1 million this year.
The direct-loan program and supplemental-grants program are designed
especially to help students from low-income families. The insured-loan progran

and basie-grants program are designed to help all students.

Direct loans and supplemental grants are determined by the colleges themselve.
but insured loans and basic grants are not.

The shift that the Nixon administration seeks in student-aid programs is
directed towurd their decentralization from colleges aud ultimately, form the
federal government, which has to monitor them—to a free-market model.

But the Educatlon Amendments of 1972, the basic law authorizlng student-aid
programs. requires that supplemental grants and direct loans, Nixon is study
program be funded at specified minimum levels before basle grants can get any
money.

Congressional erities say that in asking for no supplemental grants and direct
louns, Nlxon is violating requirements of the 1972 law.

Though the Nixon admiuistration has requested repeal of the minimum fund-
ing rules. Congress has refused to do so.
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“We are greatly concerned about the Nixon administration’s proposed
changes,” Walbom said in an interview.

“We would have no resonrces to help those affected by the elimination of Fed-
eral student-aid programs.”

This brings-to mind the goal of $1.5 million for scholarships under A Priority
for the 70s, the university’s plan for academic improvement in this decade.
Can USC pnt itself into a better position to aid stndents without total federal
dependence?

[From the Daily Trojan, Oct. 29, 1973]

Is USC’s STUpENT AIp ENoUGH?

If its federal funds were to disappear tomorrow, USC would have diffienlty
in providing financial aid to students because its own funds are relatively low.

~This is why, in part, the university’s plan for academic improvements in this
decade—A Priority for the 70s—placed the acquisition of an additional $1.5
millibn for scholarships, fellowships, loans and work-study programs as the top
fund-raising goal.

What has happened since the plan was approved by the Board of Trustees in
April, 1970, under President Norman Topping’s administration?

President John R. Hubbard has said the plan was only a preliminary step
toward a comprehensive fund-raising drive to coincide with the university’s
100th anniversay in 1980.

However, no,; specific plan to replace A Priority for the 70z has yet heen ap-
proved, "

Some fignres provided by the Association of Independent California Colleges
and Universities Indicate jnst how badly USC needs more of its own stndent-aid
funds—and how much it enrrently depends on federal Programs,

Major differences are apparent when USC and Sfanford University are con-
pared. :

The association’s fizures show that Stanford stndents zot more than R{35.3
million in nniversity stndent-aid funds for 1972-73, as compared with the slightly
more than $1.1 million received by TSC stndents.

These funds were for scholarships, regnlar loans and short-term emergeney
loans,

Stanford University offered neavly $£5.2 million in university scholarships
alone last year, as compared to USC's $775.000.

The figures, based on those reported to the association by the colleges them-
:;91\(‘33, thus show that Stanford University has more institutional funds than
'SC has.

As far as agency and donor scholarships ure concerned, U'SC has a slight edge
over Stanforcd. .

TURC also has an edge in winners of California state sceholarships. Last year,
the nnmber of snch scholars was ahont 1.700. the Stndent Aid Office renorted,
The maximnm then was $2.000, per vear. This year thie mmmber of US(C recipicuts
hax rizen to abont 2,200, and the'maximmn now is $2.200 per year.,

Next vear, the maximnm award by the state will be $2.500.

Stanford's total of state scholarship winners was 0925 for 1972-73. They
qualified for ahout #1.5 million in state aid.
f()ln the other hand, USC stndents get far more federal funds than Stanford
students. .

T'S("s federal funds for 1972-73. Student Ald Office fimures show, totaled
82,1 million. The r “ney came under three programs—Fducational Onportunity
Grants Program, «dege Work-Stndy Program, and National Direct Student
Loan Program.

An additional 84 million was made available to T'SC students though the Fed-
erally Tnsnred Student T.oan Program. However, hanks and other lending in-
stitutions—-not the Stndent Aid Office—decide on granting sueli loans.

For 1973-74, USC will receive $4.6 million in federal funds. ineluding money
from thie new Basic Opportunity (irants Program as well as the three previons
programs. aeain exeluding insured loans.

Stanford University students. on the other hand, got only about $740,000 in
federal funds for 1972-73, exelnding $450.000 in insnred loans. .

The nniversity’s great advantage in federal fands does not do enongh to offset
its own relatively low institutional funds. partienlarly hecanse the university
does not have absolnte diseretion over.the nse of foderal fands,

ou
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Yet how much will the university need in the 1970s for its own student-aid
funds so that its dependence on the federal government will not be s0 totat?

Clearly, the $1.5 million proposed in A Priority for the 70s for additional
scholarships, loans and work-study programs would have helped.

The university’s Student Aid Committee, In its special report of June, 1972,
urged that the acquisition of student-aid funds be a top priority in fund-raising.

“The University of Southern California has no reason to be satisfied with its
program for finaneial assistance to’ students,’”’ the committee said in ity report.

“The amount of available money is not sufficient to meet current needs. ‘While
this problem is not unique to USC, it is not clear that the problem ranks high
enough in the university’s priorities to suggest the situation will improve in the
near future unless new effort is expanded in this area.”

“The university must acquire new funds. I hope the fund-raisers will make this
task one of their priorities,” Pamela H. Walbom, director of the Student Aid
Office, said in an interview. : ' :

Walbom suggested company and minority scholarships as two possibilities for
fund-raising targets.

“A great deal of potential exists for company scholarships. The company gives
a student, say, $300 or $1,000. In turn, the company could hire the student after
graduation. and the student would also be satistied,” she said.

She said minority scholarships are a real possibility for more student-aid
funds, “but the fund-raisers have to be willing to try.”

Yet how much is enough?

The Student Aid Committee, in its 1972 report to Daniel B. Nowak, then acting
vice-president for student affairs, largely sidestepped this question,

«It ig unlikely there would ever be enough financial assistance available to
please everyone,” the committee sald.

“We recognize that the administration is beset with a number of other pressing
tinancial needs and is also responsible for deciding the priority assigned to
each of these needs in the allocation of university fund-raislng efforts. . .

“'The committee feels the administration should review its priority for financial
aid to students.

“If the nid program is going to play an increasingly important role in the
reeruitment and retention of students, as we feel it will, it may be appropriate to
consider a higher priority for the efficient administration of existing student
aid resources, and the generation of new resources.

However, the figare of $1.5 million ig A Priority for the 70s appears to be
more than just an arbitrary amount.

In Qtudent Life and Student Services, 1966-80, a report to the University
Planuing Commission in March, 1967, the demand for university scholarships was
expected to reach $1.5 million by 1975-76, and $2.7 million by 1980-81.

Donor schiolarships were expected to reach $1.6 million in 1975-76, and $2.5
million in 1980-81.

"The demand for university loan funds was expected to De about $200,000 in
1975-76. and about $240,000 by 1980-81.

“The amount of funds available in university and donor categories should be
increased as rapidly as possible in order to reach the support levels projected
ax needed hetween now (1967) and 1980-81,” the report recommended.

No such projections have been made since the 1967 report.

Without adequate funds of its owu, U'SC will he forced to depend on federal
programs for student ald. Such dependence. given the struggles between the
Nivon administration and Congress since 1970 over such programs, would be
dangerous,

{From the Daily Trojan. Oct. 31, 1973]

DANGEROUS DEPENDENCE

The university’s dependence on the federal government for student financial
aid can be dangerous in the long run.

Though we commend the university administration for security a large in-
crease in federal funds this year—$4.6 million, compared with $2.1 in 1972-73—
we wonder why it Isn't making the same effort to increase university funds.

The university’s plan for academle improvements in this decade——A Priority
for the T0s—pledges that $1.5 million in additional funds would be raised for
scholarships, loans and work programs.

.
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Even though top administrators have indicated that a comprehensive fund-
raising plan for USC's 100th anniversary will replace A Priority for the 70s,
we hope the university will establish the acquisition of additional student-aid
funds as one of its highest priorities in the new plan,

USC's present dependence on federal funds is dangerous for three reasons:

Federal programs face uncertainty cver ihe levels of funding. Since 1970,
President Nixon and Congress have fought agaiu and again over how much
money should be spent. Students, parents and financial-aid officers have
been kept waiting, :

Federal programs face uncertainty over their continuity. President Nixon
wants to abolish supplemental grants and new direct loans, against the
intent of Congress. However, should Nixon ever succeed in doing this, U'SC
would have no way to help students affected by the cutbacks,

. Federal programs face uncertainty over standards of need. Most federal
programs are aimed toward helping the neediest college students. This is
as it should be. However, students from the middle class increasingly need
help, too—help that cannot be provided through insured loans at 79%.

‘This is not to say that such financial-aid programs should be reduced or ended.
If anything, they should be increased, After all, they have made it possible for
millions to afford college.

This is not to say, also, that the university’s own programs could not be
managed better—they can be—or that evervone who qualifies should get a
scholarship. Ideally, aid should be given as a package of a scholarship, a loan,
and part-time work.

The Daily Trojan urges the administration—and the university community—
to keep student aid as a top priority in its planning. University flexibility i«
preferable to federal rigidity.

[From the Dally Trojan, Nov. 7, 19781
PRESENTATION C'ALLED CAUSE OF INCREASE 1N FEDERAL AIp

s\ more vigorous presentation of its case for student finaneial aid was the
reason for USC's large increases in federal funding this year, James R. Appleton,
vice-president for student affairs, said recently.

“The levels of funding for our federy] programs have been abnormally low,
I think, and did not accurately indicate student needs,” Appleton said in an
interview.

“I believe we made a better presentation of our needs than we have in the
past. I believed we would get more federal funds. But T was surprised as everynne
clse at the size of the increases we were awarded.”

For 1978-74, USC students are recelving $4.6 million from four federal pro-
grams—the College Work-Study Program, National Direct Student Loan Pro-
gram. Basic Opportunity Grants Program. and Supplemental Opportunity Grants
Program.

This compares with $2.1 million in 1972-73 from three federal programs (basie
grants are excluded),

The presentation of USC's case, Appleton said, was based on three factors,

First, Appleton said the Student Aid Office had improved its data base in the
spring, so that it could give a better statistical picture to federal officlals of what
student financlal needs were. '

“With our improved management of the Student Aid Office, we were alle to
accomplish this,” he satd.

In Taly, 1972, the Student Aid Office was transferred from the Student Affairs
Division to the Office of Academic Administration and research, under Vice-
President 7. A. Kaprielian, while the vice-presidency for student affairs was
vaeant.

Kaprielian then appointed Wililam (. Ilimstreet, professor of bhusiness
comnmunications, as exeentive director of student administrative services, with
jurisdiction over the Admissions Office, Reglstrar's Office, and Student Aid
Office.

Himstreet's task, in part, was to help modernlze the operations of the three
offices.

In January, shortly after Appleton took over, the three offices were transfor
red back to the Student Affairs Dlvislon.

Q
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Appleton, Eaprielian and Himstreet worked with Pamela H. Walbom, director
of the Student Aid Office, to Improve record-keeping systems.

Second, Appleton said the university made better use of the appeals process
for federal funding.

Fuypds for federal supplemental grants, work-study, and direct loans are ‘
gllocated to states. State panels then reallocate the money to colleges and |
universities. . ) ‘
 The California:panel originally allocated about the same amount to USC for
this year as it did for last year. |
We weren't satisfied with the amount, so we appealed to a federal panel for
bigher levels of funding,® Appleton said. The appeals panel included both
personnel from the San Francisco office of the Department of Health, Education
and Welfare and the Washington, D.C. headquarters.

As a result, the university was granted a higher level of funding for the
three programs.

“The levels of funding we have now are more realistic and in line with student |

- needs,” Appleton said.
Third, Appleton visited HEW’s San Francisco office (one of ten regional
offices throughout the nation) and discussed USC's needs with fleld personnel
in the U8, Office of Education. .
“Ax far as I know, no one from the university has made such a visit—at
* least not in recent years,” he said. '
. HEW officials have visited the Student Ald Office twice since, and they have
given us increasingly favorable reports because of our management of the
offce,” Appleton said.

£

[From the Daily Trojan, Nov. 7,1972]

USC Szourp INCREASE STUDENT AID

T'he Daily Trojan urges the university administration to place the acquisition
of additional firaneial aid as a top priority in its planning because it is so crucial
. -to attracting and retaining top students. -
* . Luist week ave urged such 2 move becanse of USC's present overdependence
on federal funds to assist students.

However, many key points dare omitted in explaining why the university’s .
tinancial support of students should not rely on the actions of I'resident Nixon
or Congress.

The amount of aid availuble is highly important in attracting top students.

It comparing student aid funds for 1972-73, we find Stanford University
¢an offer mueh more of its oswn money—8$5.5 million—than can USC, with only
$£1.1 million.

This is not flattering. The university’s plan for academic improvements in
titic decade—A Priority for the TOs—recognized this problem and placed the
gequisition of an additional $1.5 million in student aid as its top fund-raising
goal.

.This plan, officials in the Hublbard administration say, will be replaced by a
enmpreliensive plan for the centenmial. We hope student aid remains a top
priority in that'pla. too. .

‘Fhe university .shonld get the best stndents regardless of financial need.
We hope the Iiabbard administration will place considerationss of stndent
quality above those of the budget : that iy, to stop making the enrollment level
of the freshman clasg its chief concern.

1"SC should not acquire (or strengthen) its image of a university in which
entrance ¢ conivolled solely by the ability to pay.

This is not o, because about half of the student body gets financial assistance.
Yet it conld easily become that way.

The amount of aid awvailable is also highly important 'in retaining top
students.

A survey by the Office of Institutional Students shows that those who felt
they had no choice in leaving USC cited financial difficulty as the primary
reasen for their departure.

We think it's about time the administration made some serious plans for
gtudent ald. We~don't mean merely the allocation of momney from tuition in-

* preases to support students—we mean the systematic acquisition of new funds
< . taattroet and retain top students.

-
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[From the Dally Trojan. Nov. 13, 1973}

STUDENT AID ApvIsErs PERFORM MANY DUTIES

Almost as important as the amount of money available for financial aid are
the services performed by the staff members of the Student Aid Office.

Because some $17 million in university, private and povernment funds is
distributed by the office——$9.7 million controllable by the office itself—the quality
of the staff can help (or hinder) a student in his financial planning.

“The scope and size of the student-aid program requires capable and experi-
enced staff members,” a report to the University Planning Commission, Student
Life and Student Services, 1966-80, said in March, 1967.

What do these staff members do? .

“I think the impression in the past was that most of the work was suited only
for clerk-typists, in which forms were typed up,” Pamela H. Walbom, director
of the Student Aid Office, said in an interview in 1972. “That’s misleading.”

The staff members students are most likely to see, financial-uid advisers,
have two key functions—information and counseling. -

Advisers tell students what forms of aid are available, how they can apply,
and the standards of qualification for programs. .

“Our staff members are to know about all financial-aid programs, so that
when a student comes in to inquire about aid, one yierson can tell him about all
programs.” Walbom said.

“It used to be that a student would have to See one person to get information
about scholarships, another person about loans, a third about work-study
programs. The student would have to make five trips before he got an answer
to everything.”

It appears, however, that dissatisfaction still exists with the office’s efforts
to inform students about programs. :

“Interviews with students indicated that part of the dissatisfaction with the
Student Aid Office may stem from lack of or inaccurate imformation abont the
aid programs as it does from the actual amounts available,” a special report
of the Student Aid Committee said in June, 1979.

“Students are not regularly informed . . ,”

The office has tried to solve these problems by more publicity about student-
aid programs and the publication of a booklet, 4 Guide to Financial Aid at
US¢C.

Advisers also counsel a student about financial planning—to help students
make their own decisions.

“The student is seen as an individual seeking a solution to a problent and as
worthy of our counsel and assistance,” the 1967 report, Student Life and Student
Services, 1966—80, said.

“He is encouraged to state his problem and relate it not only to his iinmediate
circnmstances but to a long-range plan with broader implientioms for his
development as a person.

“While the practical problems of balancing his budget are being worked out.
he is also being made aware of the importance of plamming ahead: of having
an alternative course of action if his plan does not work ont or if the goal
shifts; of being responsible for his commitnients; of exerting his best efforts in
the sceomplishment of his undertakings, aud of establishing a priority of
values in managing his time and energy.”

Florence Scruges, the first director of the Student Aid Office. saw connseling
as a primary duty—one of her compensating joys for the *“panic hours when
the days drew on and on.”

“I would willingly set aside paper work which was immportant for the
opportunity to meet and eounsel a student,” she said in an interview in June,
1970, following her retirement.

“We have found in this office that the needs for financial help many thnes
were only a part of the problemn.

“In interviewing students, we have learned about family problems and
personal problems that required a great deal more help than we conld give,
but we could refer stndents to the proper counseling resources ou the campus,

“And we undertook that as part of our job.”

Yot students found the Student Aid Office increasingly impersonal, the
Student Aid Committee reported in June. 1972.

“This was a source of considerable frustration to the office staff. who
seemed genuninely concerned with providing appropriate individnal eensidera-
tion to all applicants,” the report said.

o]
(¥




o1

“The committee feels that the financial needs of students are bound up with
their educational and vocational future, and very often, with health and adjust-
ment aspects of their development.

Walbom, the current director, believes more financial aid advisers are
necessary.

-The ratio now is maybe about 2,000 students to every staff member in terms.
of the programs on which we make decisions,” she said.

“IWWhat happens is that there’s simply no way we can spend an adequate
amount of time with students, helping them to solve their financial problens.

“We've got a good staff who are interested in students. But we've also got
about 200 students per day, and they're forced to wait long periods before they
can see an adviser.

“We may have to schedule appointments, which takes some of the informality
out of the office, but it will at least guarautee that students will see an adviser.”

In addition to informing and couuseling students about financiat aid, advisers,
along with the rest of the office staff, must Joint in administering funds.

“They (the advisers) have to compile all the necessary forins—applications,
finaucial recommendations, and others. They have to determine whether the
student has financial need by doing need analysis,” Walbom said.

“They ave determining his grade-point average. the programs he is eligible-
for—and there are maybe five different programs for which most students may
be eligible, so they have to determine which programs are best for him—and
how to package such aid.”

"The process of packaging aid is erucial, she said.

“What we do, simply becituse we hiave such a lack of funds, is that we have to
use as much of them as possible aud package them in such a way as to stretch
thiem as far as possible to all the students,” xhe said.

The 1967 report states flrther reasons for package aid:

“Tt is held that no student should receive total gift aid, no student should be
overburdened by loan commitments agaiust his futurc income, and no student
should find it necessary to work beyoud the point where his health or his aca-
demic survival is threatened.”

The Student Aid Office staff’s fourth major function is the coordination of its
records with otlier units of the university, particularly those also providing
services for students.

“Tlie records of the Stndent Aid Office should be integrated with the univer-
sity’s data-processing system. A contiuning program of evalunation and research
should be initiated to provide information on the effectiveness of the program
and for admiunistrative decision-making,” the 1967 rcport to the University
Planning Connnission said.

Iowever, by the tine of the Student Aid Commmittee’s report in June, 1972, no
action had been taken.

“The committee recommends that a computerized record-keeping system be
developed . . . This should eliminate needless duplieation ot effort, allow more
ready access to information required to provide student services, and give the
administration a more eflicient managentent-information system,” the eommittee
report said. .

A program to antomate student records for the Admissions Offire. Registrar's
Office and Student Aid Office is finaliy wader way. IXuwever, it is estimated that
it will not be completed for two to five years.

TWiibom is aware of student complaints.

T apologize to all those stidents who came in this office and found it a fiaxeo.
Tt's been a frustrating yvear, beeause we moved at the wrong time——hefore regcular
registration—we reorganized ourselves, hopefully for the better. and we kad
problems with the university compuaters,” she said.

[From the Daily Trojan, Nov. 14, 1873]
FINANCIAT AID DETERMINED THROUGII ANALYSIS OF NEED

The process is called need analysis—and from it comes the Qetermination of
how much financial aid a student will get each year. if he gets any at all.

Becanse federal and state student-aid programs emphasize finaneial need
ntore than other factors. it is important to understand the role of need analysiN-—
and whether studeuts from the middle class are unintentinlly exeluded from aid.

A chapter in Student Life and Student Servires, 1966-80. a report to the Uni-
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verity Planning Cominission in Mareh, 1967, described the reason for need
analysis. .

“Because the majority of undergraduates are financially dependent on their
parents, an assessment js made of the family's ability to contribute to the stu-
dent’s education compared to the overall cost of attending a particular institu-
tion,” the report said.

‘“The college or university then attempts to cover all or part of the difference
between costs and family resources by means of a scholarship, a loan, a job, or
a combination of these.”

Student Aid Office staff members do the need analyses, with assistance from
the College Scholarship Service of the ‘College Entrance Examination Board
and the American College Testing Service.

Both of these services are provided nationally. Most students and parents are
familiar with them—overly familiar, because abont this time every year. they
struggle to complete such forms as the Parents’ Confidential Statement and inail
them to the processing service.

‘Why are these national agencies used?

“First, the federal government requires that students applying for financial
aid through it programs must have need analysis done under a set of nationally
stamiurdized procedures,” Pamela H. Walbom, director of the Student Aid Office,
said in an interview in 1972.

“These services satisfy that federal requirement.”

But more importantly, the services ean do a thorough job, Walbom said.

“They do a far, more adequate job of financial analysis than we conld eves
do with the limited number of staff members we have in relationship to the
number of stndents we mnst serve.” she said.

The financial statement requests information about parents’ income and
expenses.

It also asks information about parents’ assets and liabilities,

Special information ig asked of owners of businesses and farms, farm operators
and tenants, and self-employed professionals.

The student’s own assets are taken into account, too.

IF'rom this information, parental incomes are adjusted. and the expected con-
tributions of the family to a student’s educational costs are determined. The
differences are then taken into account by the colleges in determining how muech
they can provide.

“Overall, I think it (need analysis) is the fairest way of determining need for
students,” Walbom said.

However, becanse federal and state student-aid programs have inereasingly
placed emphasis on need, a new problem has arisen.

In the report to the University Planning Commission in 1967, this problem
was discussed.

“Previously most private institutions selected recipients of undergraduate
scholarships from exceptionally bright applicants, and generally the aid wasg in
the form of an ontright gift,” the report said.

“The new government prograins focus on able students who are eligible for
admission to a college and whose family resonrces are inadequate for their
education.

“The meshing of these two divergent programs requires adjustment and skill’
on the part of student aid directors . . .”

Bnt becmnse of the university’s dependence on federal and state funds for
student financial aid, it appears that financial need is now the dominant factor
in the determination of aid.

“Students from families with incomes beyond the $12.000 to $15,000 range
are now alimost entirely excluded from four of the flve (federal) programs,
financial need being the sole criterion and scholastic achievement having ab-
solutely no hearing.” Gene 1. Mneroff of The New York Times reported Sept. 4.

Berause federal regulations limit much government assistance to students
from low-income families, students from middle-class families cannot get such
aid.

As toition and the general costs of eduneation increase, especially at private
universities guch as USC, stndents from low-income families increasingly qualify
for financial aid. Middle-inconte families apparently do not.

“I and other financial-aid officers have told people from these national services
that the amounts of expected family contributions are way too unrealistic,”
Walbom said.
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“The consequences threaten polarization of the student body into high- and
low-income groups, with students from middle-income families depending more
on assistance from the Office of Student 'Aid to remain in school,” the Student
Aid Committee said in a special report in June 1972, ;_-‘

But what if the university does not have enough in institikional funds to help
make up the critical difference between family contributions and educational
costs ? -

Phis is a growing problem for Walbom and the Student Aid Office staff,

“The federal government's guidelines stipulate that aid must be given to the
neediest students—but who is the most needy ? Inevitably, aid goes to those from
families with the lowest incomes,” the director said.

“Qur aid doesn’t stretch far enough to meet the full needs of students. We
estimate that a student’s costs will be about $4,500 (in 1972-73—the figure i8
about $4,750 now). We're lucky if we can meet half of that amount, and.that
inciudes a loan of $1,000.

“If we can't find other resources by which we can provide scholarships, loans
and jobs, students must either drop out for a semester or more or transfer to
a Universitv ol Califoruia canmpus or one of the state colleges and universities—
and some have already done s0.” ) i

At the moment, only the Federally insured Student Loan Program, under
which banks and other lending institutions offer loans at 79, interest, is open
to students fron middle-clags families—at least on paper. )

Much of the aid in other federal programs has gone to studeuts from wminority
groups because of their greater financial need.

In 1970-71, winority students were 10.69, of the population, the Office of
Education reported. They received 20.8% of the federal direct loans, 26.3¢¢ of
the work-study payments, and 379 of the suppplemental grants.

Under the Bducation Amendment of 1972, the Basic Opportunity Grauts Pro-
grain was established.

In the older prograws, studeuts conipeted for the available money, and the
university was responsible for final decisions on awards, subject to federal
regulations,

1lowever, the basie-grauts program differs in that aid is channeled directly
to the needy student, and that eligible students receive the same minimum
grants as students of similar need do.

Federal programs will continne to emphasize need, which will not help students
from midle-class families. ’

Some university officials liope more students will qualify for federal aid simply
because of increasing educatioual costs and diurnishing fanily coutributious.

Only time will tell, though.

{From the Daily Trojan, Nov. 27, 1973]
TrerrioN Poricy Is Focus oF PANEL'S MAJORITY REPORT

The majority recommendations of tlie Commission on Tuition and Fees are
limited to the university’s tuition poliey and do uot consider its general financial
situatiou.

Three of the five majority recommendations deat solely with tuition, and a
fourtl is concerned with long-range tuition policy.

In this respect, then, the majority recommeudations differ frum those in the
minority report, which deal with general university fluances.

Roth reports are sciieduled to be diseussed Mouday hy thie University Council.
A recommendation on tuition is expected to be made then.

Two of the recommendations in the majority report were passed easily at the
commission’s finai meeting Nov. 8.

One of these urged the university to cope with cost inereases by a combination
of better management aud additional income trom gifts.

The otlier urged the establishnient of a permaneut comnuiission to determine
long-range tuition policy.

A third recommendation—to limit revenue from student tuition to 40% of
total university income in 1974-75—was passed, 7-5. -

However, on one motion that included the critical - recommendations—to
increase tuition by $7 per unit in 1974-75, or by $210 above the current tuition
of $2,700, and.to reinstate the flat rate for students taking 15 to 18 units—the
10 faculty and staff members and the 9 students on the commission were divided.
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Seven commission members voted in favor of the increase, four voted against
it and three abstained. The other members were absent. None of the student
members voted in favor of this motion.

So the majority report includes two recommendations passed overwhelmingly
and three recommendations adopted by a plurality of commission members, not
a majority. .

The minority report was approved by all the student members. Tt is a minority
repert only in the sense that the students were outvoted on the critical recom-
mendations,

It urges the University Council to defer a decision pending completion in the
spring ot the 197475 budget, when cuts might be made.

‘This is perhaps the major difference between the reports.

In the adoption of the majority report—the propused $210 tunition increase—
it was ‘assumed that about $8 million in additional revemme would be needed in
1974--75 to pay for new costs.

An increase of $210 would not generate that much money. It is estimated that
such an increase would produce about $4 million in new revenue. The rest of the
Jmoney would have to be raised from -other sources.

What ave {iiese increases in university costs on which the key majority rec-
ommendation is based?

The admiuistration has estimnated the following minimum new expenses :

A general increase of 5.59% in faculty and staff salaries: $2.8 million.

Anincrease in student financial-aid funds : $500,000.

Increases in externally imposed programs (mostly fringe benefits) and
inereases for operations and maintenance : $1.9 million.

Price inflation on university purchases : $1 million.

Increases for personnel improvements, inecluding the equnalization of
faculty and staff salaries, offices for personnel and equal employment op-
portunity, and the elimination of discrimination : $1.5 million.

However, these are not yet firm university commitments. Once an increase in
tuition is approved by the Board of Trustees, the additional revenue can be
allocated by the nniversity administration any way it chooses.

The administration has listed what Golin Macl.eod, director of financial serv-
ices. has called a more realistic estimate of increased costs for 1974-75—about
$12 million.

These would be distributed as follows

General increase of 109 in faculty and staff salaries to catch ap with
levels at other universities : $3 million.

An increase in student financial-aid funds: $1 million,

Increases in externally imposed programs : $2.3 million.

Price inflation on university purchases: $1.2 million.

Increases for personnel improvements : $1.5 million.

Academic-program improvement : $1 million.

An increase of $330 in tnition $12 per unit) was suggested. This would have
produced about $7 million of the estimated needs. However, the comnmission did
not vote for such an increase.,

But it is possible that the Board of . Trustees éould accept these higher esti-
mates, and may well increase tuition at least $300, despite final action by the
University Conneit. 1F thar happens, a major university crisis could ocenr.

In fall, 1972, the recommendation for an increase in tnition was $210, but the
fignre finally approved was $240, for the current $2.700.

So the key majority recommendation this time counld be discarded in favor of a
trustee-imposed increase.

The other majority recommendations ave less controversial,

The flat rate for tuition, which allows a student to take up to 18 units at the
regular rate of 15 units, was to have heen eliminated under one of the commis-
sion’s tentative recommendations adopted Nov. 1.

However, in the final vote Nov. 8. the connnission retained the flat rate, because
its abolition would have added at least $180 per year to the tnition of many stu-
dents, since a regular academic load is 16 mnits per semester, not 135 units.

An estimated $2 million in revenue may be lost by the retention of the flat rate,
the commisgsion was told.

Another majority recommendation urged that the revenue from student tuition
shonld be limited to 409 of total university income in 1974-75.

This percentage has been reasonably stable since at least 1962.

A fourth majority recommendation urged the nniversity administration to
‘cope with cost increases through better management and increased revenue from
gifts.
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 The report did not elaborate on the first of this recommendation, except
fo say that the administration should try to keep costs down.

Private gifts and grants totaled $18.8 million for 1972-73, more than the
original target of $15 million. This part of the majority recoimendation urged
the administration to increase such gifts. .

However, it is uncertain just wheve the increase above the $3 million already
proposed—is to take plaee. Is it in last year's target of $18 million? Or last year’s
result of $18.8 million? : :

The final recommendation urges the establishment of a permanent commission
to study long=-range tuition poliey. o

“The commission members felt that six weeks was not sufficient time in which
to make a thoughtful, detailed study of all the issues germane to the formulation
of a tuition policy,” the majority report said.

“Its recommendations for 197-4-75 tuition policy reflect a reasonable Band-
Aid solution to a complex problem. Sometimes critical information was either
nonexistent or unavailable.”

The majority report said tuition was linked to the general financlal situation.

“Inevitably, the setting of tuition rates will become inextricably involved with
the accountability for nsage of these present and future tuition revenues” the
report said.

“I'o accomplish this task in a thoughtful manner requires an exhaustive ex-
amination and analysis of the relevant data as well, perhaps, as an assessnient
of university prioritics.”

S

[From the Daily Trojan, Nov. 28, 1973]
StuprNT Joss UNrinLEd Desprre U.S. FUNDING

The Student Aid Office has a new problem this year—apparently more part-
time jobs are available than there are student applicants who qualify.

1n the past, students have besieged the Office for such jobs, the earnings from
which pay the costs of their edueation.

In response to these needs, the Student Aid Office sougnht more money last
spring from the federal government to fund additional part-time jobs under the
College Work-Study Program. It was successful in this effort.

Under the program, established under the Economie Opportunity Act of 1964,
the federal government pays 709% of the wages of a needy stndent working in a
gniversity office or an off-campus nonprofit ageney. The university pays the other

(119798

U'ndergraduates this year may earn up to $2.75 an hour ; graduate students, up
to $3.50.

In 1972-73. the university received $332,250 from the federal government for
wages. and stndents earned a total of $454,076.

For this vear, the university received more than twice as mueh as last year—
§724,383—and students are expected to earn $1,034,000.

Ilowever, despite the attempts of Ron Mills, the employment coordinator in the
Student Aid Office, to mateh as many student applicants as possible, many jobs
have been lefi untitled.

1f this is the case at the end of the year the Student Aid Office will have to
return unspent funds for the College Work-Study Progrua to the federal govern-
nient.

What may be even more damaging to US(C is that itx alloeation for the program
in 1974=T5 could be cut drastically because it failed to spend all its money for
1973-74. :

“We have beon starved (of funds) for many years, and we ecouldn’t meet stu-
deur demands for part-time jobs. Now we have the money, but apparently there
are 1o other students who want to help pay their own way through school,” Mills
said. '

“Next year we'll probably be starving again.”

About 300 students here were earning money under the College Work-Study
Program in 1971-72 and 1972-73. With this year's increased funding, about 1,000
job opportunities are available.

Despite publicity in the Daily Trojan through news stories and half-page ads,
not enough new applicants eame in, Mills said.

+] guess we are already helping all of the needy students we ean. T don’t know
how else I ean reach other potentinl job applicants—except to set up a table by
Tommy Trojan and advertise free money,” Mills said.
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Mli{lls did not know why more botential applicants failed to seek part-time
work,

Like most federal programs, the College Work-Study Program is based on finan-
cial need. The lack of such need is why some applicants were not accepted for the
available part-time jobs, Mills snid.

For years, the university has tried to develop a hetter programn for part-time
work to supplement financial aid from scholarship and loans.

“The university’s participation in the federal College Work-Study Program has
increased the number of job openings for students who need the earnings from
such employment to continue their education,” a report in March, 1967. Student
Life and Student Services, 1966-80, said.

“This type of aid was designed to stimulate and promote part-time work for
students, preferably in jobs related to the student’s edueational ohjective.”

However, the report, which was submitted to the University Planning Commis-
sion, suggested an expanded program,

“Thig expansion shonld include contacts with alumni and staff visitations to
business and industrial organizations to promote a student work program which
wouid be mutually beneficinl,” the report said.

Priority for the 70s, the plan for academic improvements in this decade &~
proved in April, 1970, pledged that $1.5 million wonld be raised for scholarship,
loans, and work-study programs.

The special report of the university’s Student Aid Committee in June, 1972,
emphasized the necessity of plentiful part-time jobs for students.

The Committee endorsed an expansion of the job program, saying, “This ap-
Dears to be an excellent source of additional financial assistance.”

Pamela H. Walbom, director of the Student Aid Onice, pledged such an expan-
sion during an interview in 1972. . i
“We're going to spend a int more time in developing jobs for students.” <he

said.

Two other projects that will receive attention in the next few years will be the
acquisition of more donor scholarships and better coordination with alumni
scholarship committees.

“We have about 300 donor scholarships for which we must select special stu-
dents; we have to match students with those funds,” Walbom said.

“They may have to have a mgher grade-point average, We have to report to the
donors on the progress of the students, their majors. their grade-point averages,
the number of units they take per semester, and so forth.”

Donor scholarships are often restricted by a student’s permanent residence,
major, career objectives, class level, and extracurrieular interests, among other

factors.

This matching process takes time—time that an overworked Student Aid Office
staff nay not be able to take. This apparently swas the ease in mid-1972.

“Our investigation revealed a nmmber of instances of failure to comply with
donor regulations, Most appeared to be related to the excessive workload,” the
Student Aid Committee said in its report.

“The committee was concerned that some of these situatinns ciearly jeopardized
the continnity of funding. and in one, a¥ailable tunds were not being utilized.”

fio the acquisition of additional donor scholarships will probably reqnire g move |
thorough process of matching and reporting by the Stndent Aid Office staff. |

Another major concern of the Student Aid Office will he bhetter coordination |
with the University Scholarship Alumnni Interview Program—110 alumni eom- |
mittees in the United States that interview student applicants for admission and

. scholarshing, ‘
|
|
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He will now consider part-time students for jobs.

“Evalnators use recommendations from tlese scholarships committees in
determining financial need and respond to the conmmittees as to what nid was
received,” Walbom said.

The Student Aid Committee reported some dissatisfaction with the operation
of the system. .

“It appears that in a mnmher of instances, tie top-rated eandidates by the
alumni interview groups have not heen awarded scholarships, while lower-rated |
candidates have,” the 1972 report said. |

“When this information hecomes known by the local committee, it nnderstand-
ably jeopardizes the continuity of the committee, whose members feel their work |
is in vain, and reduces their potentinl as a source of additional finaneial aid.” l

“The committee views this situation as another example of the present staff’s

inability to cope wiih the work acsigned ti their office, . . .
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“QOceasionally they (alumni) may have been slighted; in other cases, there has
not been enough time to provide sufficient feedback to alumni groups on finanecial
and scholastie eligibility requirements, with the result that their advice appears .
‘to be ignored.”

Since the report, special workships have been held so that alumni committee
members and university personnel can coordinate their efforts.

[From the Daily Trojan, Nov. 29, 19731
MinoriTY TurrroNn RerorT CArLs Bupeer EXCESSIVE

The minority report of the Commission on Tuition and Fees poses numerous
questions about the university’s finaneial condition—questions omitted from
the majority report because of its limited focus.

“It would be absurd to consider tuition and fees separately without an exam-
ination of the context under which they are levied,” the minority report said.

Its primary recommendation urses the University Council to delay a decision
on an increase in tuitien nntil the 1974-75 budget is completed in the spring.

At that time, the report said, the budget should be submitted to the commission,
which would then recommend possible cuts.

“There are far too many questions of university expenditures, income and
management practices—particularly the university administration’s projected
increases in expenditures.for the 1974-75 year—still unanswered for us to
endorse the commission’s recommendation at this time,” it said.

The winority report was approved by the nine student members of the com-
mission. Both it and the majority report, which recommends an increase of $210
in the current tuition of $2,700, are to be discussed Monday by the council.

“Qtudents have the right to know just for what their tuition money is being
spent. . . . We fear the commission’s recommendation reflects the belief that in-
creasing student tuition is the most expedient and simplest solution to some very
c¢omplex problems,” the minority report said.

About » third of the 27-page report comments on proposed increases in uni-
versity expenditures for 1974-75—estimates it calls needlessly high.

It comniented extensively on proposed salary increases for faculty and staff
members.

“We realize that the university must offer salaries competitive with those of
other universities across the state and nation if it is to recruit and retain top
faculty and staff members,” it said.

" “Yet we seriously question the administration’s planning in this vital matter.”

The report asks why the administration failed to announce until Nov. 8 (the
commission’s last meeting) that it was contemplating an increase of 109 in
salaries. It also asks if estimated funds will actually be committed to pay for
increases.

1t criticizes the administration’s implementation of such salary increases on a
nonsystematic basis. X a 109 increase for faculty members were granted, it
would follow reported average increases of 5¢ for 1971-72 and 3% for 1972-73.
- It questions whether a 109, increase in faculty and staff salaries. increases for
equalization of salaries, and increases in fringe benefits are too much in one
year for students to bear.

The report also commented on increased expenditures for personnel im-
provement and the equalization of faculty and staff salaries.

“The university administration’s proposals under this category are unclear at
best.” it said. .

. “We support the concept of equal pay for equal work. But why did the adminis-
tration postpone such improvenients in women’s salaries for years until pressure
from the women and the federal government . . . forced such action?

It urges the administration to state the exact allocation of funds for salary
equalization for 1974-75. .

“An estimnate of $1 million for academic-program improvement was criticized in
the report.

“We want specific accounting by the administration on which programs the
money will be spent, and whether such money will really benefit classroom and
laboratory instruction—or will, instead, benefit university administrators and
their stafts,” it said.

« The report said the allowance for price inflation appeared to be reasonable
in other major categories of proposed expenditures. The allocation for student
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financial aid was inadequate. and externally imposed costs might be reduced
through careful management, it added.

The report also stressed the need for a look at the programs in the current
budget, as well as the proposed new expenditures for 1974-75.

“It (the administration) should not assume that all expenditures are beyond
question,” the report said. “We believe the administration has failed to present
sufficient evidence that it has attempted to study such reduetions.”

Another major section of the report discusses possible new sources of income,

On increased student enrollnent, the report said :

“Although we realize that the university budget is dependent on the levels of
student enrollment . . . we are primarily concerned with the maintenunce of high
student academic standards.

“We firmly believe that such student quality should always have a clear priority
over budgetary considerations.”

On acquisition of private gifts and grakts, the report urged the administration
to step up its fund-raising efforts.

But it said, “We would like to call attention to recent trends in the natinnal
economy . . . Because of these trends, it may be far more difficult for the uni-

- versity to raise money this year.”

It also questioned whether the administration could top the $18.8 million
acquired in 197273, the second highest total in USC's history.

The report urged the administration to try to channnel all possible donations
into unrestricted university funds instead of to donor-restricted projects.

It also asked that income be generated from new or expended auxiliney services,
extracurricular activities and innovative academic programis.

“We urge that work on such programs begin now so that future financial dit-
ficulties may be averted,” it said. :

Like the majority report, the minority report called for the establishment on a
permanent panel to determine long-term policies on tuition and general finances,

“We believe, in fact, that such a panel should have been estublished several
years ago so that long-range planning could have bLeen under way by now,” the
report said.

‘“Therefore, hasty decisions . . . such as those forced upon the present commis-
sion, could have been averted . . . the administration would not find itself in the
nosition of facing a suit by students. .. ."

It called for fnll disclosure of the budget and other financial data so that a
permanent panel could make informed judgments.

It criticized the administration’s handling of budgetary matters: “We do not
consider the university administration's erisis-management system as adequate
planning, and certainly not ‘innovative managenment.’ "’

[From the Daily Trojan, Dec, 3, 19731
CouNciL FACES CRITICAL LUITION DEBATE TobAy

In the debate about the majority and minority recommendations of the-
Commission on Tuition and Fees, the key question i wwhether the administration’s
proposed new expenditures for 1974-75 justify an increase in tuition.

The Unlversity Couneil is-expected to give its response to that guestion after
its meeting today at 4 p.m. in Upper Commons Lounge, It is expected to make
a recommendation to President John R. Hubbard.

The majority report, which recommends a $210 increase. assumes that at least ES
million in additional revenue—and possibly up to $12 million—waild be necded in
197475 to pay for new costs.

Such an inerease would prodnce about $4.2 million in new revenue. The rest
would have to be raised from other sources.

The ninority report, which reconumends that no decision be made at this
time on an increase, necepts the need for some of” these new expenditures—but
challenges the administration’s cost estimates.

The report states the majority recommendations were formulated in an inade-
quate amount of time and with insufficient information about the nuniversity
budget and finances.

It urges that when the 1974-75 budget is completed in the spring, the
administration shonld submit it to the commission for review amnd recommended
cuts in expenditures, .
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The Finance and Budget Committee of the Board of Trustees plans to meet
Thursdiay, and the University Council’s recommendation is expected to be on the
agenda. .

The full board will meet Dee. 12 and is expected to set the 1974-75 tuition then.

A senior administrator has said that if the University Council fails to decide the
issue today, the trustees could umnilaterally set the tuition rate without the
council's advice—and that such an increase would be at least $300 above this
year's $2,700,

Although the trustecs have complete authority to decide the rate, they might
well start a major crisis if they move to increase tuition by that much.

The University Council, though only an advisory body, serves as the chief
instrument of university governance, and represents students, faculty and staft.

If its advice on this issue is ignored, the council could face severe criticism as &
group without any influence on major policy decision.

The council’s chief supporter, President Hubbard. could thereby lose, too.

" Of the new expenditures proposced for 1074-75, salary increases for faculty and
staff members constitute a major category.

Both the majority and minority reports agree such increases are needed if
the university is to recruit and retain top faculty and staff members.

The majority report offers several estimates. For a general raise of 5.5%, $2.75
million would be needed in 197475 ; for 7.5%, $3.75 million ; for 10%, $5 million.

If it is assumed that at least $& million in new expenditures is needed in 1974-
75, $2.8 million is estimated for increases of 5.5%. If minimum needs are as-
sumed to be $12 million, then $5 million is estimated for increases of 10%.

The ninority report quéstions why the administration did not announce until
Nov. 8 that it was contemplating a 109}, increase.

It also asks if estimated funds will actually be committed in 197475 to
salary increases.

In 1971-72, faculty reportedly got a 59, increase; staff, 39;. In 1972-73, facuity
reportedly got a 39, ; staff, 1.5%.

The minority report questions the administration’s commitment to such in-
creases said that apparently, students are being played off against faculty and
staff members. .

It also crificizes the administration for declining to implement salary in-
creases in a stop-by-stop program, thereby easing the impact on university
finances, and asked who will get the increases.

Another major category of expenditures—personnel improvements and salary
equalization—is assunred in the majority report to be §1.5 million for 1974-75.

These expenditures include a new personnel office, equalization of certain
faculty and staff salaries, elimination of discrimination against women, and
improved equal employment opportunity.

The minority report accepts the concept of salary equalization, but objects to
the administration’s implementation of it in a nonsystematic manner. It also
says the administration should have acted sooner to eliminate inequities.

As for student finaucial aid, 'the majority report assumes an estimated mini-
mum of $500,000 (given $8 million in total new expenses) and an estimated
maximum of $1 miliien (given $12 million).

The minority report says this allocation should be slightly higher, and that
perhaps not as much should be committed from the general budget for athletic
scholarships.

For improvements in academic programs, the majority report assumes that it
$12 million is the total of new expenditures, $1 million should be estinated in
this category.

But the minority report. critical of the administration for inclusion of the
category only at the commission’s final meeting, asks for a detailed justification
of such expenses.

The list of externally imposed commitments is estimated !n the majority
report from $1.9 million (given $8 million in new expenditures) to $2.3 million
(given $12 million).

Thig includes money for increases in fringe-benefit programs and for increased
costs of operation and maintenance, including utility rates. '

Foth reports agree that the estimated $1 million te $1.2 million in the majority
report for inflation on purchases, given an inflation rate of 6.5% to 7.5%, appears
to be reasonable,

The minority report urges a thorough review of current programs so that
possihle reductions could be made in other than proposed new expenditures.

Othier major topies discussed are university income and institutional reforms.
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The differences between the reports on these topics are less apparent, too,
except for university management.

Both urge the university to increase its income from sources other than
tuition—private gifts and grants, increased enrollment, and new and expanded
academiic programs, auxiliary services and extracurricular activities.

The minority report, however, has some reservationg about the current uses
of largely donor-restricted gifts, and the enrollment of additional students if
budgetary considerations are overly emphasized.

Both reports also urge the establishment of a permanent panel to develop a
long-range tuition policy.

The minority report more fully describes the composition and jurisdiction of
such a panel, and supports full access to budgetary and financial data and their
public disclosure,

The reports also urge the administration to manage university resources more
effectively, although the minority report is sharply critical of the administra-
tion's performance,

The key majority recommendation—the $210 increase—was approved by seven
of the 19-member commission. Four voted against it, and three abstained. The
others were absent,

Only four of the nine student members voted against the increase, but the
fact that all approved the minority report indicates that no student support exists
for the increase as proposed in the majority report.

[From the Dafly Trojan, Dec. 3, 1073]

NEw AIp FUNDS8 CALLED VITAL

Despite the growth in USC's finaneial aid since the Student Aid Office was
established in 1961, the current director believes that the acquisition of more
funds for scholarships, loans and work-study programs is critical in the next
decade,

I think it (acquisition) is almost vital to the university if it is going to
try and seek the top students. We're competing with other privafe universities
that have a great deal more money in terms of donor and universally funds,”
Panela H. Malbom, the director, said in an interview.

“If we're going to compete adequately and bring top students at all or bring
students with financial need, something more is going to have to be done in a
large way.”

That “something more” was the aim of A Priority for the 70s, the plan for
academic improvements in this decade that was approved by the Board of
rustees in April, 1970. {

Under the plan, the top fund-raising goal was the $1.5 million for scholarships,
loans and work-study programs,

President John R. HMubbard has said that A Prlority for the 70s was merely
an interim step towards a comprehensive fund-raising plan for the university's
centennial in 1980,

In mid-1972, Walbom and Daniel B, Nowak, then the acting vice-president for
student afliairs, made a presentation to senior university adwinistrators, urging
that new funds be raised.

“Time will tell on what the result of that effort is.” Walbom said.

“That's one of the progranms on which the universtty must spend a great deal of
time and cousideration, We must have additional funds. There’s no gquestion that
we need it—a tremendous amount of new wmoney,

“We're hopeful that the fund-raisers for the university will accept this ag one
of their prlorities,”

The needs, of course, are not new,

In a report to the University Planning Commission in March. 1967, Student Inje
and Student Services, 1966-80, large increases in student aid funds were projeeted.

“Based on present information and an interpretation of apparent trends. gift
and loan funds will be needed in an amount which doubles present resounrces.”
the report said,

“Estiniates show that all graduates and as many as one-half of the under-
graduates will be receiving some amount of these two types of support. or will be
Working’pnrt time for the university. Many more will be employed part time off
egqmpus,”
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A¢ the time the report was released, the Student Aid Office was ndministeringx

about $5.2 million from all sources. It now adiministers $17 million.

However, those totals include all funds from university, private and govern-
mental sources for undergraduate and graduate student aid.

The report argues the case for student aid:

“Two factors emphasize the importance of developing and maintaining a
strong student aid program :

“The increasing number of tax-supported institutions of higher learning in
California, and the commitment of the university to seek out talented students
Ir(;m tliovlv—incom'e‘ families whose education might otherwise fall short of their
potential.

“An adequate student aid program can build a more diversified student popula-
tion because it removes, in large measure, the cost barrier in attending a private
university and allows a qualified student the opportunity to select a college or uni-
versity for other than economic reasons.

“The effectiveness of the program has been demonstrated by the large propor-

-tion of aid récipients among those students who are achieving constructive student

leadership.”

The university’s Student Aid Committee isued a special report in June, 1972,
which reemphasized the need for additional student financial aid.

The President’s Commission on Student Life in its own report of September,
1972, suppnorted the recommendations made in the Student Aid Committee report.

“It's an almost impossible task the commission faced. It was forced to cover
the surface of the student aid problem because there wasn't enough time for it
to do so,” Walbom said in 1972,

“It was limited merely to the endorsement of the Student Aid Committee re-
port, which recognized only the most immediate needs.”

These particular needs were peiceived because of the crisis in the Student Aid
Office in spring, 1972.

“The Office of Student Aid is administering an array of diverse financial-aid

programs which result in a significant’s portion of the university’s income, with .

insufficient staff to handle the work in an appropriate manner,” the Student Aid
Committee report said

This year, the Student Aid Office staff was expanded slightly and given addi-
tional clerical assistance.

The funds controllable by the office increased from $3.7 million in 1972-73 to
$9.7 miliion in 1973-74.

Ths year, funds from the general budget are $2.8 million, $850,000 for uni-
versity scholarships. (See story, this page.)

Federal and state funding continues to provide most of the money for the
Student Aid Office.

Many of the other funds administered by the Student Aid Office are restricted
by their donors. .

In the 1970s, Walbom and the Student Aid Office will seek additional funds,
both restricted and unrestricted, to supplement funds from federal and state
programs.

If such institutional funds ean be acquired, the Student Aid Office will then be
able to exercise more discretion in selecting recipients of aid, since federal and
state programs alloeate funds to students mainly on the basis of financial need.

“It's obvious that our office really decides who attends USC, not the Admissions
Office,” Walbom said.

She did not mean that financial considerations are actua!ly taken into account
in the administrations process.

Instead, she meant that once a student is ac:pted for admission, the student’s
ability—or inability—to pay greatly influences his choice of a college.

Despite probleins within the Student Aiqd Office, its gouls remain those stated
in the 1967 report :

(1) Accurate and comprehensive informnation about opportunities for financial
assistance should be available and widely disseminated.

(2) The student-aid program should be highly individualized through finanecial
counseling. which will hielp make the student’s educational experience produc-
tive and gratifying one, and encourage him to assmne his responsibilities as a
meniher of the university community and later as an alumnus.

(3) Sufficient funds should be provided so that any qualified enrolled student
with a legitimate financial problem may have some opportunity for assistance.

42-884—T5—~—5
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[Prom the Dally Trojan, Dee. 5, 1973]
A1 Fuxps HIKED IN BUDGET

Student financial aid from the university’s general fund this academic year
has been increased to $2.8 million, up from $2.4 million in 1972-73. This is an
increase of about 17%.

Funds for general university scholarships were increased from $774,900 to
$850,5631, or nearly 10%. This was also the percentage of the most recent increase
in-tuition, from $2,460 in 1972-73 to $2,700 this year.

Funds for teaching assistants were increased from $790,000 to $867,104,
also about 109, more than last year.

Athletic subsistence tuition was increased from $780,220 to $843,770. This
money is in addition to funds from three major support groups for intercollegiate
athleties.

Other programs in this year’s general budget are trustee scholarships, $40.501.
up from $36,800 ; Martin Luther King seholarships, $8,100, up from $7,380; band
grants, $40,000, up from $20,184; fraternity advisers, $20,000, expanded from
$10,220; aid to law students, $171,226.

In addition to general-fund appropriations, the Studeut Aid Office was uiivcated
more than $600,000 for tuition grants.

These were $75.000 for Natiwal Merit Scholars; $100,000 in supplemental
funds for Californin State Scholarship renewal students; $128,742 in supple-
mental funds for new state scholarship winners; $200,000 for students in grad.
uate and professional schools.

The grants were new funds used for student recrnitment and retention.

The total of new funds from the uuiversity was about $1 million.

be Student Aid Office also got much more money from the federal government
this year—$4.6 million, up from $2.1 million last year.

It got $522,420 from the Supplemental Educational Opportunity Grants Pro-
gram, more than double the $251,182 from the former Educational Qpportunity
Grants Program. '

It got $1.034,000 from the College Work-Study Program, also double the
$454,976 from last year. (These figures include the umiversity’s share of 30%
for student wages, The federal government actually contributed $724,383 thiy
year, $333.250 last year.)

The office also got an estimated $3 million from the Naticnal Direct Student
Loan Program, up from last year’s $1.4 million. This year’s direct-loan funds are
cxpected to provide about $4 million in aid, as opposed to $2 million last year.

From the new Basic Opportunity Grants Program, the office received only
$45.000 This is expected to increase, however,

Total funds controllable by the Student Aid Office is $0.7 million this yeav,
as compared with $5.7 million last year.

[{F'rom the Dally Trojan, Dec. 11, 1973}
A1 Brir CreArs CoNGRESS; NIxON VeETO CALLED LIKELY

Congress has completed action on a key federal money bill that inciudes fiinds
for student financial aid in 1974-75. However, President Nixon is oxpected to
veto the bill because it appropriates much more than he requested in his budget.

By a vote of 85-3 Thursday, the Senate approved an appropriations bill for the
Departments of Labor and Health, Education and Welfare for 1973-74. 'The
totul appropriation was $32.9 billion—#1.8 billicii more than Nizui's requests.

The bill includes more than $1.5 billion in student finaneial aid, which will not
be actually spent until 1974-75. '

Barlier, the House voted 371-33 to approve the bill, which will allow the
President to impound $400 million from the appropriation, as long as no program
i« cut by more than 5%.

The bill will not be sent to the President until a copy is enrolled, or prepared
formally for presentation. This may take a fow days.

However, once the bill is presented to him, Nixon will have 10 days to sign it.
permit it to become law without his gignature—or veto it.

No one can predict what Nixon conslders the breaking point—and no one
knows whether a presidential veto of a bill in excess of such a limit would he
sustained in Congress. given Nixaid's current troubles.
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The is:ue is importaut to students, not only in how much thiey can expect to
receive. but also from which programs they can get aid—and if they can get any
aid at all, because of differing standards for the programs.

It iy also important because if federal funds are not approved scon, students,
parents and financial aid officers will have difficulty in making plans for the
197475 academic year.

Because an increase in tuition is probable for next year thie federal funding
queston hecomes even more critical to the university.

For many students, fedeval aid provides the only means by which they cau
afford to attend USC. If this were to be reduced sharply, the university could
not ecoule to the reseue.

Federal aid administered vy the university in four separate prograws totals
$4.6 million this year. This does not include another $4 million in insured
loans of 7¢%, which are derided by banks and other lending institutlons.

Pamela H. Walboni, director of the Student Aid Office, sald in an interview
that lier conversations with HEW regional officials indicate that they expect a
veto.

Whethier a veto wonld be overridden, however, would depend on tlie inteusity
of cougressionnl anger over Watergate and related seandals, she said.

President Nixon requested S31.6 billion Jan. 29 for Labor-IIEW programs.
The House approved $32.8 biltion June 26 for sucl programs, $1.2 billion more
than the presidential vequest, The Senate approved $33.4 billion Oct. 4, S1.8
billion more,

Because the House amd Senate versions diffeved the hilt was sent Oct. 9 to a
joint eonference committee from which the compromise was reaclied.

Would Nixon sign the Dill, anyway, and swallow the additional $1.3 billion?

“Ro long as tive Congress follows a respousible course in tlie passage of futurve
spemding bills, T will cooperate in the spivit of pavtnership,” Nixon said June 19
in signing three budget-authorization bills,

“But . .. let there be no mistake about oue fundameutal point: If Lills come
to my desk which are ivresponsible and would break open the federal budget,
forcing wore intlation upon the Amevican people, T will veto then.”

O the otlier hland, e did sign a $19-billion appropriations bill in October for
the Department of Housing and Uvrban Development, Nationual Aeronauties and
Speree Administration, Veteraus Adwministration, and other federal agencies.

This was 2439 million above the hudget request.

Looking closely at the stundent-wid portion of the Labor-HEW appropriation,
major differences hetween the President’s vequests aud the cougressional versions
are appilrent.

However, for the most pavt, the anounts for student aid programs in 1974-75
will Lield the line on spending, That meaus students shiould not expect major
inerenses in aid next year, except for the Busic Opportunity Grants Prograu,

President Nixon ashked for 81.3 billion in student aid atlocated in the following
manaer : S48 million for basie grants, $250 willion for the Cotlege Work-Study
Pregzram, $010 million for the Federally lusured Student Loan Program, amnd $5
willion for the National Direct Student Loau Progra,

He asked for nothing for the Supplemental Opportunity Grants I'rograni.

The Hotse version allocated £1.5 billiow, too, but in a different wmanner : $440.3
miliion for baste grants, ¥210.3 million for supplemental svants, $270.2 willion
for waork-study, S310 million for insured loaus, $293 million for divect loans.

The Senate version alloeated slzlitly more money— %17 billion, It ineludes
Soun illion for basie grants and 30 willion for state student-incentive grints;
other progrums are funded as in the Iouse version. The Senute habifually
inereases approprintion bills passed by the House,

In comparison, the 1973 74 amounts were as follows: basic grants, $122.1
mitlion : supplemental grants, *210.3 million : work-study, £270.2 million : insured
Teatis, 8245 million : direct loans, 2694 willion (8203 million with carryover
fundsy, .

U'S("s slure of 197374 funds: basie grants, $45.000; supplemental grants,
{a22 420: work-study, $1,034,000 ; direet loans, $3 willion.

Copgress passed the urgent supplemwental appropriations bill in April, alloeat-
ing SS72 million in 1973 74 for four of the five programs. This was the total of
Precident Nixon's request—but was not allocated in the manner he desired.

Nixow sought 2622 million for basie grants, $250 million for work-study and
nothing for otier prograns,

Congress tried to appropriate the money In accordance with the requiremoents
of the Education Amendments of 1972, vhiell say that three curreat federal
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programs must be funded at wminimu levels before basic grants can gel any
money.

These are $130.1 million for supblemental grants, $237.2 niillion for work-study,
and $286 miillion for direct loaus. Cougressional erities said two of Nixou's
budget requests violated tlie law's provisions.

‘.“r hen he reluctantly signed the appropriations bill April 26, Nixou explained
his reasons for support of basic grants at the expeuse of other establixiied
programs.

. “Such grants would be made directly to needy students according to nced.
in contl:nst to the currpnt method—an outmoded, inequitable one, I think—of
lclhangsllng student assistance funds to schools thirough state formula grants,”

e said.

Nixon urged the repeal of minimuin-funding requirements, but to date lie has
not been successful.

IFrom the Daily Trojan, Deec. 11, 1973]

Nixon Smovwp Sicy HEW Biin

President Nixon should sign the appropriations bill for the Departmeuts of
Labor and Health, Education and Welfare—which includes student aid funds
for 1974-7—passed by Congress last week.

I he decides to veto it, both the Ilouse aud Senate should override lis veto
without hesitation.

One reason for the quick approval of the Labor-HEW appropriations bill is
obvious.

If federal officials know liow much they will have to administer iu 197475,
they can tell college financial-aid officers throughout the nation exactly how
much they can count on.

This will permit students and parents to know how much in federal finds
they can expect next year, which will allow better planning—especially in view
of another certain increase in tuition for next year.

However, President Nixon should sign this bill not only because it will perwit
the quick and orderly allocation of more than $1.5 billion.

The other reason he should sign the Dill is that he must recognize tle role
of thie Congress in the determiuation of national priorities.

The bill, calls for $32.9 billion—$1.3 billion more than presidential requests.

Furthermore, student-aid funds are allocated largely for older, already-tested
programs, instead of a relatively new basic grants program.

On both counts, Congress has determined priorities well.

We believe such social programs should get niore emphasis than Presideut
Nixon has given ; we also believe that funding for the older student-aid prograius
should be continued, instead of curtailed.

If the President should veto the bill (H.R. 8877) and elaim that his huge
mandate in the 1972 election justifies the reduction of such programs, Congress
should swiftly override that veto.

In 1972, the voters did not elect members of Congress to dismantle all the
social programs of the modern era—only those tliey determined did not work.

Such is not the case with federal student-aid programs.

President Nixon should also check the latest poll by Lou Harris, which sug-
gests that public confidence in Congress ig greater than that in the White IHouse.

Students and parents must write to thie President und tell himn to sign the
appropriations bill—and if he vetoes it auyway, to urge thieir represeutatives
and senators to override the veto.

Tt would be a tragedy if we left the determination of national priorities to
one person’s decision.

[F'rom the Daily Trojan, Dec. 14. 1973]

Crances Goop For Alp BILn

The chances appear to be good for a cougressioual override of a possible presi-
dential veto of a key Dbill that includes $1.5 Dbillion for student finaucial aid in
1974-75.

President Nixon may veto the appropriations bill for the Departients of
T.abor, and Health, Education, and Welfare. approved by (Congress last week,
because it totals $32.9 billion—$1.3 biltiou niore than the President requested.
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On the other hand, both the House and the Senate passed the bill by far more
than the required two-thirds majorities, both in the bill’s original forms and e
the final compromise version.

The Senate voted 85-3 to approve the appropriations bill. The House passed it .
earlier, 371-33.

Furthermore, Nixon would probably not want to risk his remaining support in
Congress—greatly reduced because of Watergate and related scandals—to muster
votes to sustain a veto if he is going to lose.

Both the House and the Senate recently overrode Nixon’s veto of the act limit--
ing the extent of presidential war powers.

However, of nine vetoes this year, six have been sustained, one overridden, and.
two have yet to be voted on. )

HEW officials expect a veto of this appropriations bill, Pamela H. Walbon,
director of the university’s Student Aid Office, has said.

The House, where the bill originated, will be the key battleground.

But Nixon’s former chief lieutenant in the House, Gerald R. Ford, can no
longer help round up votes to sustain vetoes. Ford is now the Vice-President,

The National Student Lobby plans to join with the National Coalition for
Jull ¥Funding of Education Programs and the Coalition on Human Needs and
Budget Priorities to put pressure on Congress to override the expected veto.

The House Appropriations Committee held hearings on Labor-HEW requests
» * in wid-March. On June 21, it sent to the floor a bill appropriating $32.8 billion ¢
‘ for xuch programs.

‘I'hie bill was finally passed, 847-58. on June 26. .

Iowever, two key votes in the Ilouse may influence President Nixon’s deci-
gion to sign or veto the bill.

The House rejected (213-186) an amendment offered by Rep. Robert H.
Michel (R-TI1.) to cut $631.6 million from the bill. The motion, had it succeeded,
would have still left the bill some $600 million more than Nixon requested.

The House also rejected (214-186) Michel’s motion to send the bill back to
the conmmittee with instructions to cut $631.6 million.

Neither vote, however, amnounted to a two-thirds majority.

Would President Nixon veto a budget-breaking bill and gamble that the
necessary two-thirds majority to override his veto would not materialize in
the House, given those two key votes?

Significantly, the votes were taken in June—not in December. A different

! politieal climate exists in Washington. .

If the bill is vetoed, and the veto can be overridden in the House, the veto

| would he easily overridden in the Senate.

? The Senate Appropriations Comittee sent to the floor a $33.4-billion bill

| Oct. 2. Several senators had indicated their intentions to amend the bill and

| add $4.5 billion to §5 billion. .

However, Mike Mansfield (D-Mont.), the Senate majority leader, and Warren
G. Magnuson (D-Wash.), chairman of the Senate subcommittee on Labor-HEW
appropriations, warned that adding $3 billion to the bill would assure a veto.

Snrprisingly, Sen. Norris Cottou (R-N.H.), ranking minority member of
Magnuson’s subcommittee, told the Senate he would urge an override. Cotton
is a conservative.

| «T want to send a bill to the White House that he (Nixon) will sign, and if he

; dooes not sign, a bill on which we can override the veto,” Cotton said.

The Senate passed the bill Oct. 4, 79-9.

j The House and Senate versions of the bill then went to a joint conference
committee, from which the compromise version of $32.9 billion emerged last
week.

’ Of five Nixon vetoes on Labor-HEW appropriations bills, only one has ever

| been overridden.

[From the Daily Trojan, Jan. 8, 1974]
N1xoxN S16¥s STUPENT A1p Binn

President Nixon has signed a key bill that will provide $1.6 billion in student
financial aid for the 197475 academic year.

The funds were part of an appropriations bill for the Departments of Labor
and Health, Education and Welfare for 1973-74. The total appropriations was
$32.9 billion—$1.8 billion more than Nixon requested.
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The money is divided as follows:

Basi Opportunity Grants Program, $300 million; Supplemental Opportunity
Grants Program, $2103 wmillion; State Studeut Incentive Grants Program,
$20 million ; College Work-Study Program, $270.2 miillion ; National Direct Stu-
«dent Loan Program, $203 million; Federally Insured Student Loan Program,
$310 million.

_ This is believed to be the first time in the five years of the Nixon adminis-
tration that Labor-HEW funds have been approved without a prolonged struggle
between Nixon and Congress.

In comparison, here are the totals for 1973-74.

Basic grants, $122.1 million ; supplemental grants, $210.3 inillion; state grants,
nothing : work-study, $270.2 million: direct loans, $269.4 million, and with
carry-over funds, $293 million ; insured loans, $245 million.

Federal aid administered by USC in four separate programs totals $4.6
million this year. This does not include state grants or $4 million in insured
loans or 7%, which are determined by bauks and other lending institutions.

Students here can generally expect their federal aid to remain at the same
levels or possibly even decrease, although individual circumstances will vary.

This is because three of the major programs—supplemental grants, work-
study. and direct loans—will be funded in 1974-75 at the same levels they were

% for this year.

Yot because of the $210 increase in tuition next year, more students will
qualify for the federal funds that USC will administer.

The basic-gradts program may prove to be of additional help, however,
althiough USC students did not get much this year.

66
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[From the Daily Trojan, Jan. 8, 1974]

Only $45,000 was allocated to USC students this year from the $122.1 million
nationally in the basic-grants program. This may be attributed to the Iate
funding of the program—too late for many college-bound high scliool scuiors to
apply.

More applicants are expected this year for the $500 million available in 1974-75.

In a letter to President Nixon, two officials of the National Student Lobby said
they were pleased with his decision to sign the bill.

“Although the increase does not completely keep pace with inflatiou, the costs
of expanded eligibility for aid among students at newly eligible institutions, or
financial need as deterwined by the Office of Education, the signing of the bill in
advance of this sgpring's financial-aid decisions will prevent the clinos that
oceurred last spring,” they said.

Arthur Rodbell, executive director of the lobby, and Willis Edwards, who heads
the board of directors, signed the letter.

In five years, Nixon has vetoed five Labor-HEW appropriations bilts. Ouly oue
was overridden by Congress. .

At least three Dills were vetned because they appropriated more than Nixon
wanted—though less than this bill did.

Wy, theu, did this bill get Nixon's approval?

Although no one mentioned the impact of Watergate and related seandals on
President Nixon's position in dealing with Congress. some effects were evident,

The bill was passed in both the Fouse and Scnate by far more than the required
two-‘tllir(ls majorities, both in itg original forms and in the final compromise
version.

By a vote of 347-58, the House approved $32.8 billion for Labor-HEW prograns
June 26. By a vote of 79-9. the Senate approved $33.4 billion Oct. 4. A compbroniise
version of $32.9 billion was agreed upon by House and Senate conferees Nov. K.

The conferees added a provision to the bill that would allow the President to
imp()l:l(iyd $400 million from the appropriation, as long as no program is cut by more
than 5%.

Three top administration officials-~Roy L. Ash, director of the Office of Man-
agement and Budget; Melvin R. Laird, Nixon’s counselor for domestic affairs;
Cuspar W. Weinberger, TIRW secretary—took part in the negotiations,

Even with the impoundment provision, the hill would still be $1 billion more
than Nixon requested. but a key Republican senator said it would be satisfactory
to the Nixon administration. .

A
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“I am satisfied that, for the first time in years, we have as ncar an agreement
(as.possible) on the part of the White House.” Sen. Norris Cotton (R.-N.H.),
ranking minority member of the Labor-HEW appropriations subcommittee,
said Dec. 6.

The compromise version was finally approved Dec. 5 by the house, 371-33,
and Dec. 6 by the Senate, 85-3. .

Another reason for the signing of the hill is that various groups put additional
pressure on Congress and President Nixon to agree quickly on funding levels.

Under the law authorizing higher-education programs, most student aid funds
for one year are supposed to be enacted in the preceding year, so that financial-
aid officers can plan wisely.

However, because Congress and President Nixon have had so many prolonged
fights over HEW appropriations, students, parents and financial-aid officers
have had to wait for months until the disputes were resolved.

Gerald L. Warren, Nixon’s deputy press secretary, said the President wanted
to avoid another prolonged battle that would leave Labor-HEW programs in
uncertainty. :

[From the Daily Trojan, Jan. 10, 1974]

A1 QurLoox TERMED GoOOD

Funding for student financial-aid programs is in fairly good shape for the
1974-75 academic year, Pamela H. Walbom, director of the Student Ald Office,
said Wednesday.

Following congressional passage in December of an appropriations bill for
the Departments of Labor and Health, Education and Welfare and presidential
approval, HEW regional panels will begin soon to allocate more than $1 billion
to the nation’s colleges.

Walbom said the early enactment of the bill and early allocations by HEW
would permit the Student Aid Office here to notify first-time and continuing aid
recipients of their awards by April 24, and in many cases, much sooner.

«I think our totals will be about the Same, although since 10% more institu-
tions are competing for the same federal funds, we may lose a little bit,”
‘Walbom said.

Last year, the student-aid appropriations for the 1973-74 academic year were
not approved until the end of April. .

Most federal aid programs are supposed to be forward-funded—that is, money
appropriated in one year is to be spent in the following year.

However, budget battles between the Nixon administration and Congress
delayed appropriatious until the last minute. .

“(longress gave us a nice surprise this year,” Walbom said, not only because
of the timing of the appropriation but slso because the programs that were
funded.

Earlier in the year, she feared that the Nixon administration’s determination
to eliminate two federal programs—at the expense of a new Nixon program-——
wonld cauge the university to lose up to $3.5 million.

However, Congress continued to provide funds for the Supplemental Opportu-
nity Grants Program and the National Direct Student Loan Program, at the
same levels as this year.

At the sane time, it provided only $500 million of Nixon’s request of $9859
million for the Basic Opportunity Grants Program, which Walbom called “a
colossal mess.”

“ie processor hasn’t even printed applications for 1974-75. And the money
isn’t all being used this year,” she said.

As of mid-November, the College Entrance Examination Board reports, less
than half of the $122.1 million appropriated for basic grants had been committed
to qualified stpdents.

Walbom said many freshmen have applied now for basic grants for this year.

She has asked that all incoming freshmen apply for basic grants, as well as
current freshmen.

Walbom has also asked for a 7% increase in the budget for university scholar-
ships for 197475, which would keep pace with the planned $210 increase in
tuition.

“T'm pretty sure that we will get that budget increase,” she said.
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[From the Daily Trojan, Feb. 7, 1074]
AID ALr0CATIONS FAOE CHALLENGE

President Nixon has asked for some $2 billion in student aid funds to be spent
nationally in 1975-76, but the manner in which he has allocated the funds is
certain to be challenged by Congress again. .

In the budget he submitted Monday to Congress, Nixzon seeks $1.8 billion for
the Basic Opportunity Grants Program, $250 million for the College Work-
Study Program, and $430 million for the Federally Insured Student Loan
Program.

However, he asked only $6 million for, the National Direct Student Loan
grogram and nothing for the Supplemental Educational Opportunity Grants

rogram.

Although these funds are included in the budget for the year starting July 1,
the money js actually spent the following year.

Those who are sophomores now will be affected most by the expected battle
between Nixon and Congress over the allocation of federal student aid funds,
because the dispute will be over the level of funding in their senior year.

Excluding insured loans, USC students are receiving a total of $4.6 million
from federal aid programs in the current academic year.

“I have & very negative reaction to what President Nixon is proposing this
year,” Pamela Walbom, director of the Student Aid Office, said in a telephone
interview.

“I don't think his proposals would be a success in any way—not unless the
basic grants program performs much better than it has so far.”

The basic grants program was enacted in 1972 and funded for the first time
last year. ’

Money is still available from the $122.1 million appropriation for 1973-74 so
that students who have not attended college before April, 1973, may apply for
basic grants. The current maximum is $452 per student.

“We are encouraging students to apply for that money, but as for next year
(1974-75), the applications for that program haven’t heen printed yet,” Walbom
said. “It’s in bad shape.”

Under the basic-grants program, money is channeled directly to needy students,
currently to those from families with under $12,000 in income. Applications are
determined by a processing service under federal contract.

This differs from such programs as supplemental grants and direct loans,
which are administered by educational institutions, Financial-aid officers select
the recipients according to need.

" President Nixon tried last year to end supplemental grants and direct loans
(which carry 8% interest) in favor of a formula combining grants, insured
loans (which carry 79 interest) and work-study jobs.

Last year, he asked for $959 million in basic grants, $310 million in insured-
loan interest subsidies. and $250 million for work-study, but only $5 million for
direct 1oans and nothing for supplemental grants.

But Congress refused to go along with this. Instead, it passed $500 million
for basic grants, $210.3 million for supplemental grants, $29§ million for direct
loans, $270.2 million for workstudy, and $310 million for insured loans,

Nixon signed the bill Dec. 18, That money will be spent in the 1974-75
academic year, and the Student Aid Office is waiting for panels of the Depart-
ment of Health, Education and Welfare to determine what USC will get.

Walbom is confident that Congress will force Nixon to compromise on aid
funding once again.

“I suppose these budget proposals are based on the assumption that he'll be
serving the rest of his term,” she said in apparent reference to the impact of
the Watergate scandals.
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STUDENT‘ FINANCIAL ASSISTANCE
(Miseellaneous)

FRIDAY, JUNE 14, 1974

. House or REPRESENTATIVES,
Seecrar, SUBCOMMITTEE oN EpucATioN
or e Commrries oN EpucarioN aND LiaBor,
Miami, Florida.

The subcommittee met at 9 a.m., pursuant to call in Miami-Dade
Junior College auditorium, Miami, Fla.

Hon. William Lehman, presiding.

Present : Representative Lehman.

Sta.ff members present : Al Franklin, majority counsel ; Elnora Teets,
clerk ; John Lee, minority counsel.

Mr. Lemyan, This session of the Special Subcommittee on Educa-
tion of the House Education and Labor Committee will come to order.

Before we cali the first witness, I wish to thank Chairman James
O™Hara for directing the subcommittee to hold these hearings in the
13th Congressional District which houses so many fine institutions of
higher learning.

The testimony in this hearing will go into the record on which will
be based the decisionmaking process of this committee in regards to
financial aid to students for higher education.

The witnesses today who will testify will be instrumental in helping
the subcommittee members, as I said, to help the middle income fam-
ilies and the young people of middle income families have a better
chance to get the kind of financial assistance they need in order to
~omplete their college education.

As we know, there have been longstanding programs for cco-
nomically deprived young people, and of course the children of very
afffuent families do not have a serious problem in pursuing studies
in higher education. But in the last few years the middle income
famnily and the young people from middle income families have
been-caught in a bind between the rising cost of education and insti-
tutions of higher learning and the pinch of inflation.

We're threatened with the probability that our college campuses
will not longer see the mass of people in their institutions from so-
called middle America, and of course our subcommittee and T
feel that there really should he no substantial financial barrier to
higher education, regardless of income, social position and any other
consequence. There should be no roadblocks to a person secking the
opportunity to acquire a higher education, not only for the person
themselves, but, for our whole political, social, and economic society
which so badly needs the kind of trained people and the kind of
input from all segments of our society.

(69)
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I would also like to bring to your attention that one of the factors
to be taken into consideration is the new majority age of 18 and how
it will affect the ability and capacity for young pecple to @o to college
and responsibilities that these people will have and their families
will have in regards to this.

There ave many other problems, and many of them will be com-
mon to all of the witnesses who appear here today, and we would be
interested in hearing any problems that you would like to discuss at
this time. v

Before T would go any further T would like to introduce the
counsel for our subcommittee, A1 Franklin, and then I would like for
Al to introduce the other members of the staff of the committee that
are here with us today.

Mr. Fravgrix. To my left is Elnora Teets, who is the clerk of the
Special Subcommittee on Kdueation, and on the fav right is Mr.
John Tee, who is here representing the minority, the Republican
members of the committee.

Mr. Lemnyan. John, would you like to make a statement for John
Dellenback, the ranking minority member who was very anxious to
be here, but also several days ago told me he conldn’t make it?

Mor. Lee. Thank vou.

This committee has been working very hard for the last few
months and will continue to do so to rewrite title IV of the Higher
Education Act, which outlines the major financial aid programs.

We’re looking forward today to getting your input so that we can
better look at those problems and those issues and the primary
changes. T can assure you Ill 2o back to Mr. Dellenback and lot him
know what you’re concerned about and hopefully, some of the resolu-
tions that yon can provide for us.

Mr. Lemyan. Thank you, John.

Now, we’ve held many davs of hearings on this matter in Wash-
ington. Both Chairman ()’Hara and myself thought it would be a
good idea to get testimony not just from the people who are able and
willing to come to Washington, but from areas of the country where
the problems really are and really exist.

I think that’s an important part of getting the facts and the avail-
able information that we're ooing to nced to continue this process
and arrive at the proper decision.

Without further ado T would like to eall our first witness and my
old boss when T was working for this school, Dr. Peter Masiko, proesi-
dent of Miami-Dade Community College.

Dr. Masiko and the other witnesses, vou're free to cither read the
statement as it appears or you can summarize it. but in ecither respect
the statements in complete forin will appear as part of the testimony.

STATEMENT OF DR. PETER MASIKO, PRESIDENT, MIAMI-DADE
COMMUNITY COLLEGE, ACCOMPANIED BY DWAYNE HANSEN.
VICE PRESIDENT, AND TOM McFARLAND, DIRECTOR OF FED-
ERAL AND STATE RELATIONS, MIAMI-DADE COMMUNITY
CCLLEGE

Dr. Mastro. Thank you, Congressman Tehman.
- I am Peter Masiko. vresident of Miami-Dade Community Col-
lege. I am pleased to have this opportunity to appear bLefore you
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today and present our views on the Federal student financial aid
programs.

First, I would like very much to extend my appreciation and con-’

gratulations for the outstanding contribution which you personally
Lave made to tlie work of the ITouse Subeonmittee on Education and
which the comittee itself has made in the Education Amendment Aets
of 1972,

This very comprehensive and farsighted legislation established the
basis for resolving many institutional problems, including the pro-
vision of needed funds for higher education.

The funding, however, has been appropriated for only a portion of
the program authorized i)v the legislation. The act assured an appro-
priate balance of student financial aid programs by requiring the con-
tinuation of institutional-based programs which complement the basic
education opportunity grant program and the guaranteed student
loan program.

The launching of the basic grant program for the current academic
year was not too successful as only 3 percent of the students cstimated
to be qualified submitted applications for these grants. ;

Had you yielded to the pressures to limit student financial aid to
basic grants and the less successful—or less than successful guaran-
teed student loan program, most financially needy students would
have been denied higher education during the academic year.

Your persistence in carrying out the intent of the amendments of
1972 by including funds for the national direct student loans and the
supplemental education opportanity grants programs assisted very
substantially in meeting the increased cost of education and.the
widening gap between cost and family resources.

In your committee deliberations to appropriate funds for the fiscal
year 1975, we urge you to continue your resolve to withstand pressures
to eliminate the institutionally based programs, the SEOG and the
NDSL. /

We would like to recommend for your consideration appropriation
minimums of the following: $230 million for the supplemental edu-
cational opportunity grants, $00 million for the national direct stu-
dent loans, $420 million for the college work study programs, %650
million for the basie educational opportunity grants under which
freshmen, sophomores, and juniors would be anthorized basic grants.

Congress has taken steps to improve the acceptability of the basic
grant program, but we believe that further modification is needed to
assure substantial increases in student applications, and T would rec-
ominend that the present BEOG family contribution schedule be
abandoned.

The separate family contribution schedule, required for the basie
grant program, is not an equitable financial need assessment. Instead,
T suggest the use of the need analysis systems of the American college
testing program and the College Scholarship Service. Both systems
have been proven through years of rescarch and implementation,
and both the ACT and CSS ! ystems meet tlie basic critervia of the Edu-
cation Amendments of 1972,

Students’ financial needs vould be best served by compatible anal-
yses for basic grants and coilege-based programs. The climination of
the dual application process which is troubling to students, parents,
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and the educational institutions, could resolve the major l;))1-0“blem we
have encountered with the BEOG—the majority of eligible students
are not applying despite extraordinary efforts on our part and by our
financial a1d administrators to encourage students to make application. -

Earlier this year, Congress did an excellent job in correcting the de-
ficiences and misconceptions involving the guaranteed student loan
program. The elimination of the needs test, where adjusted family
1ncome is below $15,000, together with the clarification of congressional
intent to provide loans for middle-income families should result in
substantial increases in guaranteed student loans for next year.

When you consider aducation amendments for 1974, I recommend,
No. 1, an administrative expense of 1 percent be authorized to reim-
burse institutions for the greatly increased workload of financial aid
administrators.

No. 2, an increase in the Federal interest subsidy to 11 percent to
provide incentive for banks to participate.

In your deliberations for fiscal year 1975, T also recommend that you
consider reimbursement to institutions for the added administrative
burden of the basic educational opportunity grant program. The
administrative workload for this program is often greater than for -
traditional programs such as the é)EOG and NDSIL. The traditional
administrative expense of 3 percent, however, would be an acceptable
reimbursement.

There is probably no Federal assistance program which is more effec-
tive than the college work-study program. It helps the student pay
educational costs. It provides worthwhile work experience, frequently
in the student’s academic field, and assists institutions and off-campus
employing agencies in providing additional services.

| Seldom has a Federal program done so much for so manv students.
We would, however, recommend one modification to the college work-
study program. We suggest that institutions be given the authority to
carry over up to 10 percent of an allocation to the succeeding fiscal
year. or to utilize up to 10 percent of the allocation for the succeeding
fiscal year to meet current year obligations.

Since it is very difficult to estimate precisely the total earnings of
each student awarded work-study employment, there is risk of a
surplus which results in loss of funds to the institution and students,
or excess earnings which must be paid by the institution from its own
funds, which could cause unnecessary hardship on most institutions.
Allowing for a 10-percent shift of funds between fiscal years would
greatly improve utilization of college work-study funds for all
institutions.

We also propose an amendment to the national direct student loan
program to authorize the transfer of up to 10 percent of an institu-
tional allotment of NDSL funds to college work-study program, the
SEOG, and vice versa.

The same rationale exists for NDSL as for the current authority to
transfer the college work-study program and the supplemenfary
grants. The applications for funding of these programs are prepared
and submitted prior to knowledge of appropriation levels.

Subsequent variations in funding levels among programs destroy
the packaging logic utilized in preparing the original institutional
application. The availability of other forms of assistance also varies
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from year to year and month to month. Thus, the ability to transfer
& limited amount of funds among the three campus-based programs
would, permit the aid administrator to adjust for such variations and
utilize the total Federal allotment in the most effective and efficient
manner.

These modifications in 'Federal student financial aid programs
should resolve some institutional problems and should further the
objectives of Congress in the Education Amendment Act of 1972.

Certainly the basic grant, the guaranteed loan, and the college-
based programs will provide the funds for more students to attend
institutions of higher education, including large numbers ¢” <udents
from low income or disadvantaged backgrounds.

In asking institutions to assume a major public responsibility, to
help lower income students go to college, the Congress provided for
cost-of-instruction grants to reimburse institutions for part of the
added costs.

Funding of the cost-of-education section of the Amendment Act
of 1972 should have a high priority for fiscal year 1975. The eight
college associations which represent most institutions of higher educa-
tion in the United States are in strong agreement that at least $200
‘million should be appropriated for the cost-of-education program.

I would be remiss 1f I neglected to mention the exceptional amount
of education provided by community colleges for each Federal student
aid dollar. Community colleges enroll approximately one-third of the
undergraduate students and more than 50 percent of all freshmen.

Yet in the current fiscal year only 12.2 percent of Federal student
aid was allocated for students enrolle  in 2-year colleges. To put it
another way, we have a very strong feeling that there’s no better stu-
dent aid than low or no tuition.

In conclusion may I again congratulate the subcommittee on its
contribution to the far reaching legislation contained in the Amend-
ment Act of 1972 and subsequent modifications. I would urge you to
proceed in carrying out the intent of that act by asking the Congress
to appropriate the funds to assure the implementation of the provi-
sions of that act.

Thani- you very much for the opportunity to appear before the sub-
committee, and we were very pleased to serve as hosts for this hearing
this morning. Thank you.

Mr. Leayman. Dr. Masiko, your testimony was excellent, and I can
just see myself now working with other members of the committee
and the staff to try to include some of your recommendations in the
legislation we’re working on.

T have some questions of my pwn, but first I would like to start with
Mr. Franklin to see if he has some questions he would like to ask you.

Mr. Frankgrin. Thank you, Mr. Chairman.

Dr. Masiko, thank you very much for your statement. It is going
to be extremely helpful to us. You addressed all the issues that are
before us.

I wonder if I could get in some greater detail some information
about your experience with some of these programs. I take it that since
this is'a community college a fairly large percentage of your students
work while they’re attending school.

Dr. Masixo. That’s true, yes, sir.
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Mr. FraxkriN. Do almost all of thein do that?

Dr. Masixo. Do we have a hard figure on that, Tom ?

Mr. McFarnanp. We have a figure of about 10 percent working in
college and offcampus agencies.

Dr. Masixo. No, I'm talking about just college work-studies.

Mr. McFaruanp. That was the next point. We don't have a figure
on employment in the community.

Mr. Hawxsex. Close to 75 percent of our students are involved in
some type of employment while they’re going to school.

Dr. Masrxo. I think it might be of interest to the committee that
we have a board policy which waives our local fees for all students
whose families are in the federally defined poverty classification, and
well over 2,000 of our students are 1n that category.

So in addition to all the other programs that we have, the college
itself provides its stimulation to get students into the community
college. It's a very effective aspect for our total aid program.

Mr. Fravkrniy. What would a typical aid package be for students
from such a family?

Dr. Masixo. Well, we have the representatives from all the cam-

‘puses. There may be a little difference in the experience. If I may call

on some of our financial aid experts for the members of the committee,
I would like to do that, or, Tom, if you feel qualified to answer that.

»r. MeTFarnaxn. This of course would vary appreciably, and as Dr.
Masiko made on the point on the basic educational opportunity grant,
this has resulted in a considerable change in our packaging.

For next year for example, our maximum would be $875 under the
“cost of” criteria. Now, we might have that plus a job. That would
probably about cover most of the individuals needs for two long
terms.

If, however, and this would be the case with many, he’s not qualified
for the basic educational opportunity grant, we might have a tuition
walver or we might have a need scholarship which is Miami-Dade
contributed. We might have a job totalling ¥2200—is—would be
about maximum. Actually, $2,295 is our cost figure for three terms.

Now, T could give you all other combinations because T haven't
mentioned natioual defense student loans, Our philosophy is that we

“will emphasize self help in addition to grants, and if the individual

is qualified for the basic edneational opportunity grant, then we pre-
fer matching this with the job on the college work-study program.
Two of these will about take care of the needy student’s requirements,
but then if for some reason he can’t work---he or she cannot work, then
we could fill out the other half of that package with another grant
and a national defense student loan. Fhose are some of the examples.

Dr. Masigo. Mr. Chairmau, we try to operate on the philesophy
that no eligible student in the couuty would be denied admission to
Miami-Dade becanse of lack of finances. Now, this is a fine concept,
and I think we're reasonably true to it.

The only problem is that in some cases, unless there's some supple-
mentary support for the family, which many of our students are ex-
pected to contribute to, all the things that we can do are still not
enough to enconrage some students to come.

We look forward to the day when this aspect of forgone income ean
be considered a respectable part of the total requirement to really get
those at the bottom of the economie seale. It's not yet an effeetive part
of our operations.
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Mr. Lzunax. The economic problems of the lower income student
are not just the economic problems that exist on the campus, as eco-
nhmnic problems exist throughout life as well, and I can understand
that, :

The fact that you've let everyvone come into Miami-Dade regardless
of ability throws an additional burden that yor have to solve internally
in your school, and in my opinion of course we need more Federal
assistance to enable you todo this.

John, do you

Mr. Liee. You started to speak a lttle bit about the college work-
study program. You indicated, I think, that 10 percent of your stu-
dents avail themselves of the programn?

Mr. McFarLaxnp. No—you mean initial coverage of about 10 per-
cent employed on campus and off eampus?

That’s based on approximately 4200 individuals who are employed
under that program out of about 20,000 who get financial aid at
Miami-Dade.

Mr. Lie, What's the full student body ?

Dr. Masixo. Well, we have a gross enrollment fioure of all cate-
gories, credit and noneredit, a little over 46,000 for the current year.

Mr. Lek. And does that include part-time?

Dr. Masixo. That includes full-time and part-time and noncredit
community type service as well. Now, many of these in the latter
category just are not part of the total aid requirement.

So the basic fignre of present students is in the neighborhood of
about 30.000 now. and the full-time equivalent on the yearly basisg
is——well, we're beyond 25,000 now on the yearly basis, and in a par-
ticular semester it might run as high as 25.000.

So this in essence would be the kind of base that Tom is talking
about.

The other part of ihe problem, and I think we're beginning to get
some recognition on this, and that is the need for assistance to students
who are not full-time students.. This is an area of grave deficiency,
and I think it’s particularly harmful that—the absence of aid is par-
ticularly harmful to those students in the lower income category who
must continue to make a contribution to the family inceme and yet are
encouraged to eome to us and other institutions to try to improve their
ioh opportunities.

Our inability to really grant them comparable aid as full-time
students I think is an clement of unfairness there as well as a hard-
ship for them and to us. So if we can extend the privilege of all of
th(l'so. programs to the part-time student, this T think would be a great
help.

l\IIr. Lzr. Now, on the college work-study how many of those people
are on otf-campus jobs?

Dr. Masixo. Forty percent.

Mr. Liee. Forty percent.

Mr. McFarnaxp. We have one of the largest in the Nation in off-
campus—=25 different off-campus agencies participate. We've worked
hard on that aspect of it.

Mr. Lrn. If the college work-study program were to be enlarged,
can you give me an estimate of about what kind of increase would be
reasonable in your area in terms of number of jobs?
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Mr. McFarvanp. I think the figure Dr. Masiko used was $422 mil-
lion which would—about 85 to 40 percent in total returns at Miami-
Dade—$420 million. .

Mr. Lee. We have heard witnesses in the past suggest that we change
the matching ratio of 80 percent Federal money, 20 percent ageney
money to some smaller ratio, suy 60 pereent Federal, 40 percent agency.
You could have the percentage optional within bounds if you desired to
make that decision on the local level.

Do you feel that the nonprofit agencies you're working with would
still be interested if you had an ability to stretch your Federal money
further that way

Mr. McFareanp. My view is that it would definitely inhibit our
off-carapus program. I think there would be somne who would not par-
ticipate as fully, maybe some who would not participate at all.

For example, some of them are rather strict on their budget and
amount from 20 percent, even though we might offer them more stu-
cents in a particular area. They budget a particular amount of their
budget, and then they will not go beyond this,

Mr. Lrnstan. I'm a little uneasy abont the work-study program in
two respects. One concern is the rather nonmeaningful jobs that are
created sometimes just to provide jobs. I would like to see the eriteria
be not necessariy nonprofit, but if an extension of this program into
profit-making agencies, with assistance at some level such as a 50-50
basis or one-third, two-thirds matching.

After all, profit isn’t a dirty word, and I think that we have to look
at not just the on-campus and off-campus nonprofit institutions, but
also the possibility of extending this to the needs of the students who
will work in a profit-making world, because our society happens to be
profit oriented. . ,

I can't think of a better training ground to assist this education
than working for a profitmaking institution, and I would hope that
we can do something on that.

I wanted to also talk to yon in regards to yonr 1 percent reim-
bursement to institutions to cover the cost of administration of these
prograws, I think that’sn valid requoest.

Not necessarily this case, but we've had complaints that too many
of the administrative people are not adequately trained and equipped
to deal with the problems of the students, and I believe if the insti-
tutions themselves were better financed to cover these costs, we would
get the kind of campus officials to deal with students who are more
capable, more inderstanding and better equipped to handle these
kind of situations, instead of just somebody whom you could cover
it vour budeet.

T think that's a good suggestion, and I’ll pursue it.

Do Masiko, My, Lehman, in that regard let me say that even
though we have not been getting particular finaneing for the admin-
istrative costs, that we have taken most seriously our responsibilities
because the size of the funds that we get from the Government has
been very substantial,

Our needs of course for the students have been very snbstantial,
too, and we have conducted our internal seminars and workshops so
that each of the campuses is fully prepared to handle the respon-
sibilities.
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One of the real problems is trying to get additional staff who ought
to be on hand at the critical periods of registration and whatnot.
Now, this gets to be part of the overall problem and some recognition
as expense, particularly to those rush periods, would be, I think, very,
very helpful.

Mr. Leunmaxn. I just want to thank you for your testimony, and
if any of the other staff people have any other questions, I would be
fv,lad to open it up, but I would like to move it along to so we can

wear all the witnesses by 12 o'clock. So, suppose we Just get a couple
of more questions and see Where we're going.

Mr. FRANELIN. You mentioned that it is your philosophy that it is
good for & student to be doing some work—as ogposed to studying—
while he's in school. I wonder if you could develop that a little
further. Can’t it also sometimes be a burden on the student’s studies?

Dr. Masixo. Well, I don’t think it's wise to necessarily generalize
in this regard. The truth of the matter is by our experience, and for
me it's been my whole life experience in the community colleges of
more than 35 years, that it’s the lower classes economically and the
lower middle classes that primarily send their sons and daughters
to community colleges.

Tt’s a very great economic hardship for the families to do without
~ the incomes that these people could It))e‘ earning, and even though in
most of the cases tuition is very low, it's still something that has to be
madeup in cold cash.

So the requirements for doing some kind of gainful employment is
there. Personally I would suspect that most of the individuals in this
society might well profit, if on the basis of the indicated academic
ability, if we could make it possible for a number of these students
not to have to work at all.

I don’t want to downgrade the value of work in and of itself as a
discipline and as a valuable experience because having gone through
it, T know what it can mean.

The only trouble is that the success in college is too often related
to how much work is done on the outside, and all too frequently
students are not the best judge of how much they can handle.

Mr. Lriytan. Dr. Masiko, 1 know- when I was teaching, handing
out homework to kids who worked almost full time, 40 hours a week,
off the campus, burdened their ability to produce written material
fio turn back in, and I think that's exactly what you're trying to in-

icate. ‘

Dr. Masixo. Well, the only other reasonable alternative is to see
that they do not take a full college program. There is a requirement
to earn some money, so you prolong the thing.

You can argue the economics of adding an extra year or semester
as sgainst devoting full time to the studies and getting into gainful
employment that much sooner.

Mr. Lemaax. Are you giving any academic credit now for work
on the outside?

Dr. Masigo. Well, this whole area is being examined very. very
closely by us internally and by our junior college system in conjine-
tion with our State universities. We have to be sure whatever we do
in this connection will be lionored if the students want to transfer
to the senior universities and colleges.
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Mr. Lensrax. Well, if you give them eredit, yon ean’t nse it in
the second part?

Dr. Masiko. T think this is part of the problem. and I want to be
sure on that score.

Mr. Lemacan. Right.

Dr. Mastko. There is a national movement. The Mmerican Conneil
of Tiducation recently reorganized its committee which had been
charged with the evalnation of service experience, and they now are
including all kinds of open university type instruetions.

So we expeet to get some good gnidelines that we might be able
to follow, but it's a very definite trend and T think a worthwhile one,

Mr. Lemrvan. How well are vou able to coordinate student loan appli-
cations with your financial institutions in this aren? Do you have a
very workable arrangements? Do you have three parties, the university,
the stundent, and the financial institutions?

Dr. Masiko. Well-——

Mr. Lemyax [interposing]. What could we do.legislatively to make
it more easy to handle?

Dr. Masrko. T think the bank officials are here for several banks and
institutions. and T'm sure they will have their partienlar problems to
present to you. ‘

I have not worked directly on this problem. Tom may have some-
thing to say. T would like to report for the benefit of the committee
though that we get a substantial contribution from the First National
Tank, 85.000 a year, to expand on the nine to one basis for additional
loans that we conld make. So they’ve been very generous in making this
available, and this then enables us to assist students in the loan
program.

Mr. Lre. Just a conple of questions.

Mr. MceFarnaxp. May I say jnst one word on this?

Mr. Lewran. Sure.

Mr. McFarravn. As you know we had some difficulty in the past
getting good coordination between the banks and the colleges.

Mr. Lemyan. T know, they didn't want the business.

Mr. McFarnann. Tlowever, they have come forward in a verv
delightfnl fashion. We're getting exceptional cooperation from the
banks now and really do not have the diffieulty in placing loans whera
a student doesn’t have a bank.

Mr. Leg. To follow up a little bit on this idea of work. the co-op
education prograin has some Federal funding under this title, and
many schools have operated co-op edneation independent of that. TTave
vour institntions gone into that ? .

Dr. Mastgo. We have co-op education. We have—who's here today
who would handle that ?

Mr. Haxsex. We have a small grant right now which helps us in onr
supervision and some of our clerical support for co-op education.

Mr. Lrman. Would you identify yourself for the record?

Mr. TlaxseN. I'm Dwayne Hansen. vice president. Miami-Dade.

Dr. Mastko. We have a large number of eaveer-oriented programs.
and we're extending the cooperative feature to more and more of these
programs as the opportunities arise. We do a lot which doesn’t foil
within the rather narrowly defined concept of cooperative education.

Now, if you take it as a broad concept where students work in areas
which complement their étédies. there’s a lot of that going on, but it's
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not the formal type where we have a supervisor going out and we give
a particular credit.

T would suspect your question is related to the more formal arrange-
ment in which we have many supervisors who do go out and the work
is ovaluated. It may be on the job for a semester, and then back to the
school the next semester, or a whole host of diffevent kind of arrange-
nents.

We are moving in that area. We do have some programs going, but
it’s not a big program because we don’t—right now we don’t have the
finances for it.

Mr. Lze. But you would be interested in expanding in that
direction?

Dr. Masmxo. Oh, ves, yes, very definitely because we have a very
laree number of career oriented programs which relate directly to the
economy of the aren, and there would be no great problem to expand
it.

Mr. Lee. OK.

The Office of Education indicates to us that the basic opportunity
grant program is much more successful. The students got their appli-
cations out, the response has been much better, and the nnmber of
grants signed are going to be Tavger.

Do you get the fecling on the local Tevel that this program looks
smoother and that more students are going to be able to be qualified?

Dr. Masrxo. Tom, how does it look ?

Mr. McFarnaxn. It looks better. You're certainly acceurate in your
deseription. The machinery has been well oiled, the forms are out, and
we are prepared to move,

I still have a feeling though that were going to have to do a lot of
spade work. You're going to get an inereased number of participants.
You will get increased numbers, bnt I think this dual application
system is a definite inhibition for students applying.

I think that is a very important element of Dr. Masiko's testimony.
You should consider using one system for application, one conpatible
system, and these two, ACT and C'SS, they’re experts in it, and they
know how, and I sce no reason for two systes.

M. Lenaan. Tom, could you identify vomrself for the court
reporter?

Mr. MeFarnavp., Tom MeFarland, director of Federal and State
relations at the distriet office. Miami-Dade.

Mr. Leiray. Twant to thank vou. gentlemen, for coming and help-
ing us on this.

Dr. Masixo, Thank yon very mueh.

Mr. Lemaray. Thank vou again,
~ The next witness is Mr. Timothy Czerniec, director for business
affairs for Barry College, and with him is Sister Dorothy Brown and
Sister Trinita Flood.

I think we ean pull one other chair up, and we can get all three
of vou up there,

Alr, Czerniee is o Tniversity of Miaini graduate. e has a master’s in
higher education, and he's been the top financial aid officer at Barry
for 215 years. Ie's also director of business affairs for student financial
aid.
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It’s a pleasure to have you here, and you can read your statement or
you can summarize it, whatever you would like to do, but either way,
as I said before, it will appear in the record.

STATEMENT OF TIMOTHY CZERNIEC, DIRECTOR OF BUSINESS
AFFAIRS, BARRY COLLEGE, ACCOMPANIED BY SISTER DORO-
THY BROWN, PRESIDENT, AND SISTER TRINITA FLOOD, PRESI-
DENT-DESIGNATE, BARRY COLLEGE

Sister BrowN. Mr. Lehman, I’m Sister Dorothy Brown. present
President of Barry College, and Sister Trinita Flood will take over
my responsibilities in 2 weeks, and right now people are suffering—we
are not—a slight identity difficulty.

So we thought we would ask Mr. Czernice to speak for both of us.

Mr. Czerniec?

Mr. Leaman. I think you make a good threesome.

Mr. CzerNtEC, Thank you very much.

We at Barry College are very appreciative of the efforts of Congress
in the formulation of the Higher Education Act that has been in effect
in previous years and you are currently attempting to restructure
under the title IV Higher Education Act.

The needy students at Barry College, a private Catholic institution
here in Miami, Fla.—and I might add there are many of them—have
benefited from Federal assistance provided by these programs since
they first became law. We are strong supporters in the developinent of
the new title I'V regulations.

We would recommend that the institutional based programs as well
as the direct student support programs both be continued in the future,
This specifically means we support the natjonal direct student loan
program, educational opportunity grant programs, college work-study
program, basic educaticnal opportunity grant program and the Fed-
eral insured student loan program.

A thorough analysis of the policies, procedures and regulations in
effect for these programs is needed. The Federal bureaucracy has
created a number of problems for our students because of a lack of
coordination in program formulation.

It is very difficult to administer a Federa! financial assistance pro-
gram when specific information is sometimes not up to date, not pub-
lished, or only distributed by word of mouth., There are timnes when
responsible higher educational spokesmen do not have adequate in-
formation,

The basic educational opportunity grant is a program with a fine
concept. However, the separate needs analysis now being required and
the difference in definition of the student support budget from the
college based programs creates many problems for students.

Tt appears to be off in another direction completely aside from any-
thing that exists presently. We would suggest the possibility that one
needs analysis for all Federal programs be sufficient to work out
awards.

The student budget for the academic vear should he defined the
same in all programs. The hasic educational opportunity grant has a
different budget from the rest of the programs. '
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In the making of financial aid awards, the college financial aid
officer should be given more leeway in the granting of awards to stu-
dents. Specifically this would mean that auditors would be given a
regulation that up to $500 over awards could be allowed when ex-
tenuating circumstances presented themselves,

Sometimes because of Federal auditors, higher educational insti-
tutions are at a loss as to what to do in certain peculiar circumstances.
To alleviate this problem, we would suggest clearer regulations and
definitions.

Another problem which is greatly hindering the optimum effect of
these programs is the lack of continuity or certainty regarding their
future. What is available now appears to be a number of federally
supported programs, none of which are fully funded and some of
which are only partially effective because of the lack of money placed
into them.

Colleges and universities need financial information concernin
these programs well ahead of the current practice. We need fuller fund-
ing years ahead of time, similar to the forward funding of the ESEA,
with the commitment of Congress and the President that money will be
forthcoming in the form of appropriations.

Congress should consider %1gher educational assistance appropria-
tions at the beginning of the congressional calendar as a high

_priority rather than allowing it to be put off.

This is a particular necessity of a small educational institution like
Barry College where financial aid recipients are upwards of 40 percent
of the student body, and the students continue to go through a year
to year struggle to see if funds will be available to meet their needs
and if they will be able to return to our institution.

Barry needs the continued participation of these Federal programs
in order for its students to receive caality education. We have been
most appreciative of the efforts made for our students in prior years,
but we have met frustrations.

Concerning the federally insured student loan program we would
Tike to sy that in Dade County, Fla. the financial institution relations
that we have made throughout the past years have been excellent.
However, the financial institutions cannot continue to invest money
where there is no return. Possibly they need a greater incentive in order
to continue to participate in great numbers.

Another appropriate problem with the federally insured student
Joan program is the distinct absence of regulations and manuals.
Because the program has switched its focus a number of times in the
Jast 3 vears, there is a lack of coordination between tie federally
insured loan program policies and other college based Federal pro-
erams. The problem of defaults might be corrected by & more thorough
svstem of collection procedures set down for financiel institutions.

We have experienced that some financial institutions do not allow
the college of the opportunity to know that an individual student has
actually received a loan check. At timnes this lack of coordination has
led to significant overawarding to the student.

To solve this problem the financial institution should be requnested
to send the check to the school or notify the financial aid officer as a
matter of procedure that the student has received a loan. This will
make the total award package much easicr to assemble.
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In conclusion, we recommend the following arcas be considered
when assembling the title IV of the Higher Education Act:

No. 1, the currcut lack of up-to-date regulations,

No. 2, the amount of support and forward funding available for the
programs in future years. .

No. 3, a firm decision to be reached by the Congress as to the
direction and intent of all the Federal programs for a solidification
of these programs over a period of time so that they can have
continuous effect.

No. 4, better coordination of all programs regarding needs analysis
and student budget.

No. 5, that overawards for additional aid be made by the financial
aid officer of the institution when practieal. :
., No. 6, that bureaucrats and audit agencies be investigated to see
if they are taking too strong an Interpretation of these programs and
whether they are conflicting with the intent of Congress.

No. 7, a combination of both institutional as well as direct student
support made more clear and adequately funded.

No. 8, a complete revision of the independent student. concept so
as to better identify this rising number of students for all programs
and imposing criteria for making awards.

No. 9, an administrative expense reimbursement available for all
programs which the college or university is involved in.

No. 10, the funding of the State student incentive grant prograin
would provide matching fuuds available for State grant programs.
Here in Florida we have an excellent student assistance grant pro-
gram that benefits many students. State incentive programs would
provide greater funds available at a minimum expense to the Federal
Government.

We would again like to thank you, Mr. Tehman. for allowing us
to appear at this hearing and appreciate the opportunity to make
our opinions known.

Mr. Leaman. I thought your testimony was exceptionally well
Presented, especially as what happens right on the front line with
all the little problems that arc involved that we in Congress cannot
know unless we have a way of talking to you.

Some of these problems are such that we’re not going to be able to
resolve in our committee: thev’re going to have to be resolved by
regulations of the Office of Wdueation. They’re going to have to be
resolved at the State level as you mentioned. but at least we know
more about what the problems reallv are.

You mentioned forward funding—we’re still trying to resolve
that in the ESEA. and hopefully we can do so there and lead frrther
on into the problems of doing the same with funding for higher
education,

Sister Dorothy or Sister Trinita. would you like to add vour
comments to——

Sister Brown. I would like to just add onc point. Mr. Tehman.
that our needy studeuts come from our immediate community, while
our resident students often come from out of state. and they don’t
really have the same financial needs. )

So what we’re ta]king abont really is the futnre leadershin of our
own community here in south Florida and throughout the State.
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I think it’s extremely important that we all remain very cognizant
of the freedom of the stuclents to go to the school of their choice.

We have had excellent relationship with our junior colleges down
here, counseling before they come to us and then direction for them
to complete their 4-year programs.

While we're in a very fine staation here, there is the funding
needed to help these students to have some security in their smali
doubts on campus or whatever they might have and to get a good
education and return their leadership to our community.

Our school of social work has been a tremendous help to the
community in providing the leadership that was nonexistent almost
5 or 6 years ago, and we’re very happy with some of the Federal
funding comin% there—coming through very well, although again
it has come too late, but yesterday we learned that there will be some
subsidies available to students who maybe have decided not to go to
school now.

So the point Mr. Czerniec makes of forward funding is extremely
important in all of these programs.

Thank you very much.

Mr. LEaMAN. Sister, would you like to add something there ?

Sister Froop. Just one comment. I would like to underscore Dr.
Masiko’s request that perhaps it would be a very valuable asset if
gome of the funding could be extended to part-time students. We
have a great many, as I’'m sure the institutions in Dade County do,
of returning students, men and women, older with family responsi-
bilities who find it very difficult, even after having made the choice
of Barry College, to continue to support themselves and their other
responsibilities simnltaneously, and yet their preparation for leader-
ship 151 the comr iunity is a very vital factor to be considered in this
regard. '

Mr. Lemyax. Thank you very much. Youw've been helpful to us. I
know what you do for the residents of this area as far as students
because I was a resident, and I did go to your college.

Mr. Franklin, would you like to ask some questions?

Mr. FraxgnN. I would.

You spoke to the point about your relations with financial institu-
tions in connection with loans, saying they been very good, but you
said the financial institutions cannot continue to invest money where
there is not a better return. ' :

Is there evidence that their enthusiasm for lending to students is
dropping off?

Mr. Czerviec. Well, let me say this. T would not say that there
is real significant evidence that they are losing intevest. It's jnst that
because of the economic situation that they don't have the funds to
make available to students.

T belive that right now they’re getting about 2 points above the 7
percent as a return, and with the economic situation I'm sure theyv can
draw more if they just put their money—if an S&L puts their money
right into the housing market, they can get a better return.

I'm only thinking that possibly to keep that type of subsidy coming
to the institutons, it might be a good idea to increase the amount that
the S&L’s or the banks, commercial lending institutions can get.
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. Lﬁr. Frangvrin. But up to now theiv cooperation has continued
good ?

Mr. Czerniec. Thir cooperation has continued, but I—in fact it’s
been very fine in this area. It has been one of the best in the country
I think fromn what I've understood, and I think that they are to be
complimented for the fine backing. ‘

We at Barry have had a significant amount of money come through
the federally insured student loan program, particularly from this
area, and have found that the banks and the S&L’s do want to help us.
I’'m just concerned about their future with us because it is a poor money
we do get,

Mr. Lemaxn. Mr. Iee, do you have a question ?

Mr. Lee. I was interested in your comment r oout the State student
incentive grants, currently we have 19 million Federal dollars in that
program. Many States have moved to develop their programs.

Cz;n you tell us a little bit about how the State program works for
you?

Mr. CzernNrEc [interposing]. Well, I would like to refer to Sister
Dorothy who has worked directly on the legislation on it and knows
much more than 1.

Sister Brown. Yes, I would be glad to make a comment on that. For
several years we've endeavored to get some kind of legislation through
which was promoted predominantly Ly the 17 or 18 independent col-
leges, but it also incorporates the State universities and the junior
colleges.

Two years ago we were finally able to get a bill through, but it only
gave up an appropriation of $360,000 which was gobbled up very
rapidly, and I tﬁink every college in the State 1'obab%y had thousands
of other applications that might’ve been funded. '

So we were successful the second year to get $3,600.000 which was a
little better, but we still have thousands of students who are applying
and not being subsidized, not receiving the possible $1,200 toward their
education.

One significant thing about our bill here in this State is the {act that
$1,200 can be used for any purpose. It’s not just a tuition grant, and
therefore if a minovity stugont from Dade County would like to go
up to Tallahassee or Gainesville or Tampa, some place, they can use
that for their residence requirements.

Wa think this is very vital in our State because it gives them another
environmental experience besides the living conditions where they are.
However, in the private colleges this does not cover tuition in any of
the 18 colleges, naturally,

Last year we promoted very strongly a projection that would go to
6.8 for the coming year and 9.4, I believe, for the following year and
12.6 million or something like that for the fourth year. So the program
would be viable.

However, just as in the Federal problems, the appropriations came
up the last day of our State Congress, and the appropriations landed
at 4.3 which is a great disappointment, not only to the private institu-
tions, but I'm sure to the State universities and the junior colleges.
So again, we're going to have thousands of students in Florida who
wish to attend Florida institutions, but who can’t do it because the
appropriations are not sufficient, and again we learn it at a late date,
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just last week, and I don’t know what we’re going to do about all the
students who would like to come into school and be funded.

Mr. CzerntEc. I would just like to comment on that very quickly.
The State incentive money that would come from the Federal © cvern-
ment could be possibly funneled through this type of agency which we
are—would like to think is a model for the rest of the United States
and other States who use this type of system.

Wy I say it would be at & minimum expense to the Federal Govern-
ment would be that the Federal money could be used directly to funnel
through the State and would be given out to needy students in this
State and would mean that you would have to funnel less in the other
programs possibly.

This program has been very successful in our State, and we're very
proud of it.

Mr. Les. Another thing that you commented on that has caused a
lot of problems is the independent student. Could you explain a little
bit about the kinds of problems it produces for you?

Mr. Czerniec. Well, this is a very difficult problem. The problems
that can come about right to my mind would be, first of all, the student
support budget is significantly higher for an independent student,
which means that we have to give out a greater amount of financial aid
for the student to go to school, which means that we have to cut the pie
a Lot less, which means that we have less to give out to everybody else.

Since there is such a great demand for the money, the financial aid
officer has the responsibility of continually trying to figurc out where
the students can go to get money and trying to point the student in
the direction or get the student the money or whatever.

This does present quite a problem and from a legal standpoint
I'm not qualified to speak to it; but I think that there are many ques-
tions that have to be resolved there, and it’s one that I really don’t have
the answer to; but I would like you people to addressiit, if possible.

Mr. Lemsman. Don’t you think that there’s going to be a greater
trend toward independent students now

Mr. CzerNIEC [interposing] : Yes.

Mr. LEHMAN [continuing?. And there's going to be less use of family
means for support. I think we’re going to have to face the fact that
we're going to have to cut the pie thinner and thinner. and therefore
we're going to have to get more adequate funding.

Mr. CzerntEC. Absolutely. ‘

Mr. Lenman. I want to thank all of vour for coming up here and
also thank Dr. Masiko and Mr. McFarland. I know you have busy
schedules, and this is 2 busy time of the year, and T'm very gratified.
and I know our committee is going to be appreciative of you taking
all this time.

I would like to declare a 5-minute recess and then we can get right
back with the next two witnesses.

[ A short recess was taken.]

Mr. Lemaan. The next witness is an old friend of mine and head of
an institution where I reccived my teaching certificate, Dr. TTenry King
Stanford.

Dr. Stanford, for the record would vou introduce the other members
of your contingent ?
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STATEMENT OF DR. HENRY KING STANFORD, 'PRESIDENT,
UNIVERSITY OF MIAMI

Dr. Sranroro. I'm Ienry King Stanford, president of the Uni-
versity of Miami, which is Jocated in Coral Gables, Miami, and Vir-
ginia Key, and Pidgeon Key, and the crestline of the Everglades, and
we have biological field station in Ecuador. So it’s a rather extensive
mstitution.

With me are Dr. William R. Butler, vice president for student af-
fairs, and Dr. F. Thomas Sheeder, director of financial aid and career
services,

Mr. Chairman, T want to compliment you and vour fellow members
of the subcommittee for having the wisdom to hold these hearings out
in the hinterland. There are insights to be gleaned from the provinces,
and we’re happy you have recognized this.

Speaking of provinces, I t..nk one of the most provincial places I
ever lived was on an island off the continent of North America
called Manhattan. So welcom. to your alma mater and your hometown,
and wo're grateful for this opportunity to speak to you.

T will not read my testimony. T think it has alveady been filed and
will be a matter of record.

Mr. Lerowran [interposing]. Tt will be in the record.

[Dr. Stanford's statement follows:]

STATEMENT BY DR, HENRY KING STANFORD, PRESIDENT, UNIVERSITY 0F MIAMI

Mr. Chairiuitn and members of the subcommittee, T am Dr. ITenry King Stan-
ford, President of the University of Minmi in Cornl Gables, Florida, Aecompanv-
ing me today are Dr. William A. Dutler, the University’s Viee President of Student
Affairs, and Dr, F. Thomas Sheeder, our Director of Fnancinl Aid and Career
Services.

At the outset, Mr. Chairman, may I express our gratitnde to you and to the
Subecommittee for the opportunity to appear at this field hearing. It is a tribute
to both the thoroughness and the diligence of the Subeommittee that hearing op-
portunities are being offered outside as well as in Washington on the vitally
important tegislation whieh is the subject of today’s hearing.

If I may. I should like to make soma general eomments and ohservations and
then turn to Dr. Sheeder to diseuss with Fou some of onr experlences and reenm-
mendations in behalf of Federal student finaneial axsistance legislation and par-
ticularly that related to Title IV of the ITigher Edueation Act.

By way of background, the University of Miami is n private, independent in-
stitution founded in 1925. Its students come from all fifty States, the Distriet of
Columbia, and over sixty foreign countries. The Tniversity offers undergraduate,
graduate, and professional aeademic programs through cleven sehools and eol-
legex, Tts total enrollment of approvximately 16,000 stndents makes it the Inrgost
private institution in the Southeast,

Of those 16,000 students, more than 10,000 are full time. About 5.000 of onr
students annnally receive some form of student finaneinl nid. with most reeeiv-
ing some dimension of support from Federal programs speeifieally, whieh, in
the agaregate, constitute over half of all our student finaneial aid resonrees.

Tt is evident how highly signifieant Federal student financial assistanee pro-
arams are to onr continning sneecess as an institution of higher lonrning— and
partienlarly as a private institution receiving more than one half of all of it
operating dollars from student tunition ineome, Tt is hardly necessary to say that
onr operating costs are continuing to inerease in a substantial way and that a
major portion of these costs mnst be passed on to onr students.

As ecosts inerease. more and more students are vequiring student finaneial nid
support. A direct reflection of this is in the fact that our number of student aid
applieants has more than doubled over the past four years despite a declining
enrollment during the period, .

That our resources to meet expauding stiudent need have inereased nearly
accordingly is, in Iarge measure, a tribute to the efforts of the Congress in both
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expanding existing Federal student assistauce programs and in adding now pro-
grams to help meet new needs.

As an institution, we support the coutinuntion aud expansion of all Title IV-
authorized Federal student assistance programs: the Basic Educational Op-
portunity Grants I'rogram; the “college-bused” Nutional Direct Studeut Loan,
Supplemental Wdueational Opportunity Grants, and College Work-Study Pro-
grams; the Guarauteed/Insured Student Loan Program; and the State Student
Incentive Graut Program. Though we would recommend some refiuentents in
nearly all the existing programs to make them even wmore effective in serviug
students and the post-secondary cducation community, all are vitally important

-and should be perpetuated.

If I may, Mr. Chairman, with thanks again to you aud to the Subcommittee
for this opportuuity, I should like at this time to turn to Dr. Sheeder to ask that
he share with you some of our experiences and specitic recommendations relative
to Title IV student financial assistance legislation,

Please be assured that we will be happy to respoud to auy question you may
buave. Thank you,

Dr. Staxrorp. May T offer first a few general comments, then ask
Dr. Thomas Sheeder to talk specifically about the impact of the Fed-
eral student financial assistance prograins on the University of Miami
and then more particularly on our students. ,

As we all know our institution is a private, independent university:.
Our students come from 30 States and 60 foreign countries. We have
about 16,000 students. That's a kind of a chamber of commerce total
headeount, of whom about 10,000 are full-time students, and of these
10,000, 5,000 receive financial aid in some form.

Of all the financial aid resources we have more than 50 percent of it
comes from the Federal Governnent, but I want to talk just for a
monient about the significance of this financial aid, not ouly to all
institutions of higher edueation, but particularly to private institu-
tions.

s you know, we've been faced with tremendous inflationary pres-
sures and have been foreed to raise onr tuition beyond the levels which
we would have liked.

We are a young university. We are celebrating our 50th anniversary
in the next 2 years. We were chartered in 1925, and opened our doors
on QOctober 26,

Mr. Lemsan. Dr. Stanford, when I was a student there about 15
years ago the tuition was $30 per credit hour. What is it now?

Dr. Staxrorn, Well, it's $2.500 a year, and you take 30-—the average
load. Tom, is about 30 credits, is it not ?

Dr. Snrrper. Yes, that's right.

Dr. Stanrorp, For the vear, so that's 30 into $2.500.

Mr. Lemeay. 283 a credit honr?

Dr. Staxrorp. That's about—that’s a big increase.

Wo don’t have a large endowment that is characteristic of some of
the older private institutions of our conntry. We'll get there someday,
but we have to rely more heavily upon tnition. So this means that any
Federal prograin that aids the student, who then in turn pays tuition
with it or a portion of tuition, helps the—to maintain the solvency
and thercfore the existence and certainly independence of this uni-
versity. :

So we have been grateful to Congress. We pay tribute to you for ex-
panding cexisting Federal students assistance programs. We support
the continuation and expansion of all title TV anthorized Federal
assistance programs.
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We want to fret a little bit this morning about some aspeets of the-
operation of these programs, the forms that have to be filled out. I
think Tom’s going to say sonething about that. We wish Congress
could make up its mind a little earlier in the year so that we could
make definite specific grants to students, rather than tentative grants.
which I think you've had to do in some cases, Ton.

So thank you for letting me give these general comments. Tom’s
going to be inore specific, and then we'll be happy to try to answer your
questions. ) ) o

So, this is Dr. F. Thomas Sheeder, Director of Financial Aid and
Career Services.

STATEMENT OF DR. F. THOMAS SHEEDER, DIRECTOR OF FINAN-
CIAL AID AND CAREER SERVICES, UNIVERSITY OF MIAMI

Dr. Sueeper, Mr. Chairman, may I add my grateful thanks to those:
of others for the opportunity to meet with the subcommittee today to
share observations and to express views on Federal student assistance:
legislation and particularly that of title IV of the Tligher EKducation
Act.

If T may take the further liberty, Congressman Lehman, T shonld
like to pass along to you the speeific complinients of two of my ¢.1-
leagues in the student aid community, Mr, Richard Tombaugh, exeen-
tive secretary of the National Association of Student Financial Aid
Administrators, and Mr. Allan Purdy, NASFFA’s divector of State
and Federal relations and also director of financial air services at the
University of Missouri.

By virtue of their NASF.AA responsibilities, both Mrv. Tombaugh
and Mr. Purdy have enjoyed the privilege of testifying before this
subecommittee on a number of occasions, and both have expressed their
particular gratitnde to you specifically for attending so regularly and
sharing in the hearing deliberations.

I should like first today to make several comments and recommen-
dations on matters which relate to clusters of title TV programs, and
I think will suggest observations and views abont certain of these
programs specifically.

We first would recominend strongly the continuation of all the
college-based programs in new legislation. ‘The national direet student
loan, supplemental opportunity grants and college work-study pro-
grams are time-tested, highly developed programs which have offered
opportunity to institutions to package coordinated clusters of aid for
students which have served both student and poktsecondary institi-
tional needs in a quality way.

Other title TV programs complenient the college-based programs
by offering added assistance to traditional student aid awardees and
by providing support to new awardees requiring assistance in the face
of rising costs.

We further would recommend that all three collere-based programs
have funding provided for in new legislation which is at lea~e at the
threshhold levels incorporated in existing legislation., In fact with
both the vast number of new students seeking aid as a resnlt of rising
costs and the substantial numbers of additional institutions secking
aid for their students—and I know here that the Office of Edueation
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has advised that some 3,800 institutions filed the tripartite application
for funds for fiscal year 1975 as against 3,400 for fiscal 1974—it would

lbg llloped that the college-based programs’ funding bases could be even
igher. '

T have been informed that Mr. Richard Tombaugh's testimony
bofore this subcommittee on both May 29, 1974, and June 11, 1974,
speaks to and documents this posture, and I would comment that
testimony to you for further consideration.

On s related matter, I would commend the Congress for the
advancements it has made in behalf of existing programs by providing
tor full forward funding of allocations.

Yet I would observe that certain problems still remain in connection
with timely delivery of information to institutions and to students
which I would hope could be given legislative attention.

May I observe specifically in behalf of the University of Miami that,
though we filed our tripartite ap lication for college-based fiscal year
1975 funds back in the fall of 1978, and though the President signed
the appropriations bill into law, I Delieve, on December 19, 1973, we
do not yet, at the time of the preparation of this written testimony
at the midpoint of the week of June 14, have our institutional alloca-
tion of funds’ notification on the NDSL, SEOG, and CW-S programs.

We long since have had to make tentative, contingent awards to
those planning to enroll as new freshmen in the fall of 1974, but

. awards of this type are not really fair either to the students recelving
“*~them or the institutions offering them.

‘Another obvious example of the difficulties created by late funding
is that of the fiscal year 1974 effort with the basic educational oppor-
tunity grants program. It became impossible nationally to expend the
full entitlement silocation for the year as the result of late funding
preblems.

Much improvement has been made in the timetable for the BEOG
program for the coming fiscal year; yet I observe that only recently
Liave administrative ovientation sessions for secondary school guidance
counselors and college financial aid officers been completed on BEOG,
and the beginning of the fiscal year is less than 1 month away.

May I speak also on another problem of growing importance to
onv students and, I feel certain, many students across the country.
\s programs have been added, each with specific conditions as well
as conditions which arc compatible administratively with those of
oxisting programs, the process of applying for funds has become more
and more complex—perhaps complex beyond the point of assuring
that complete and accurate information has been obtained from each
applicant.

Tt is possible now, if a given student were to seek aid from all
existing title TV student assistance programs only—and many students,
particularly at private institutions, must, given the on-campus resi-
dent student budgets which can equal $5,000 or more annually—
for that given student to complete no less than five different application
forms and, at least one set of need analysis materials as well as 2
variety of supporting documents.

Most students, and their Yaronts, complete all forms because it is
so vitally important that they obtain the financial support which
often results, 1but more and more are becoming concerncd with appli-
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cation complexities which, in the aggregate, many Dlelieve make
Internal Revenue Service requirements pale by comparison.

In the meantime, more and more student financial aid officers are
becoming convinced that their offices nay well ultimately be destined
to collapse of their own weight of application paper.

I believe that, while paper cutback is no simple problem, certain
legislative potentials to begin dealing with this problem do exist.
First T would hope that this subcommittee would give serious atten-
tion to the possibility of fully compatible need analysis systems to.
serve all programs, rather, for example, than one to serve the BEOG
program and others to serve other programs, and I am stmply under-
scoring the comments of others this morning in making that point.

Second, I would recommend that section 408, part F of the “GGeneral
Provisions,” relative to the afidavit of educational purpose could be
clarified to make notarization of the required affidavit unnecessary.

NASFAA’s Richard Tombaugh, in his May 99, 1974, testimony
before this subcommittee, spoke to the latter point, and T should like
to take the liberty, if I may, to quote from his testimony:

The Office of Education has made a legal interpretation that affidavit means
& notarized statement. The notarization Dbrocess adds much eonfusion for the
student and institutions alike, complicates the registration proecess in many
:‘ﬁgit&;;ions, and generally makes admlnistration of all Federal programs more

Cult.
Yet the notarization has no legal value except that the signature was witnessed

by a notary public. It does nothing to insure the authenticity of the signature,
nor does it enhance the sincerity of the signer.

I must admit that it psychologically may cause the student to consider his or

her intended use of the funds, but the pause will be only momentary, The
notarization is simply not worth the hassle, and sometimes noney, that requiring
it causes both institutions and students,

On the guaranteed/insured student loan brogram, the recent in-
corporation is legislation of automatic interest benofits without needs
test for loans of up to $2,000 to students from families with adjusted
gross incomes of $15,000 or less represents a major step forward in the
guaranteed/insured student loan program.

We are most impressed with the evolution of this program, though
we would recommend that two additional changes Tegislatively he
made. First, we understand that, at & point in this program’s evolition
legislatively, a I-percent administrative allowance to colleges and
universities for their role in admiuistering the program inadvertently
was omitted from a final draft.

It would be our strong recommendation that consideration be given
to incorporate such an allowance in new legislation. Administrative
costs to Institutions are very real and are growing, and relief is ueeded.

Second, it would be our recontmiendation, in support of our col-
leaguies in the lending institutions at a tinme of volatile market con-
ditions, that the special allowance to lenders be made more responsive
to conditions and thus make guaranteed loan lending a regularly
more attractive investment.

I again quote from Mr. Richard Tombaugh's May 29 testimony
before this siibcommittee, with which I concur. Ile recommends that
legislation be effected to:

Retain the current seven pereent interest rate, but attach the amount of

special allowance to some responsive indicator of the money market so that the
lender can get a fair return on the investinent, It scems important to us that
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the special allowance be predictable in advance ratlier than being set retro-
actively, sonieties far into the uext quarter.

The psychological ipact of reducing the special allowance for tlhe prior
quarter at the same time the prime interest rate reachies an all-tinie high i=
obvious aud should someliow be avoided. The constaut interest should be
maintained to provide stability in the cost to the student horrower. The current

seven percent riate seems to be a reasonable expectation of the borrower.

On the BEOG program I would suggest that this program is another
which is imaginative in concept and potentially exciting in execution.
I have spoken earlier to the problems which late funding has cveated
in the administration of this program, so I will not comment again
abont that at this time.

However, I would recommiend that, now that the pattern of college
and university involvement in the administration of this program
a material way scems assured, an administrative allowance also be
provided to institutions for its administration. Perhaps a 3-percent
allowance comparable to that of the three college-based programs
might be equitablo to consider.

On the national direct student loan program I would suggest that
this quality program has proven its merit over considerable time and
is one of the vital mainstays of student ussistance resources. I would
male two recommendations in connection with it.

Tirst, I would suggest that legislative provision be made for nursing
and medical students at schools particiapting in the health professions
loan and scholarships programs to be awarded aid from NDSL if there
are insnflicient dollars available in health professions allotments.
These programs are chrohically underfunded, and needy students who
cannot be assisted are excluded from support through NDSL.

Second, I would recommend that legislative anthority be given for
the transfer of up to 10 percent of an institutional allotment of NDSIL
funds to the college work-study or supplemental educational oppor-
tunity grants programs, and vice versa. ’

This anthority now is given in behalf of CW-SP and should also he
given for NDSL to provide the additional needed flexibility in use of
resources to the financial aid officer.

I quote Mr. Tombaugh's May 29, 1974, testimony on this matter,
also, for I believe it states the case particularly well: )

The sume rational exists for NDST, as for the curreut authority fransfer (W-
&P and STWOG. The applications for funding of these progranis are prepared
and submitted prior to kuowledge of approprintion levels. .

Subsequent variations in funding levels among progranis destroy the packaging
logic utilized in preparing the original iustitutional application. The availability
of otlier forms of assistance also varies from year to year and month to month,

Thus, the ability to transter a liwifted amount of funds among the threc
campus-based programs would permit the aid administrator to adjust for such
varintions and utilize tlhe total Federal allotment in the most effective manner.

On other programs I have no specific comments or recommendi-
tions to make on the other title IV programs except to reiterate that
all should be both maintained and expanded to serye the many vital
purposes which are theirs.

Thank you once again for this opportunity to present observations
and views to the subcommittee relative to title IV student financial
assistance legislation. T would be most happy to attempt to respond
to any questions you may have. Thank yon very much.

Mr. Chairman, I wonder if I might add at this point one other
comment more recent than the submission of our written testimony,
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relative to something that both Dr. Masiko at Miami-Dade and Mr.
Czerniec at Barry College have discussed already, the matter of
assisting parttime students.

What this is, is a memorandum to Dr. William R. Butler, our vice
president for student affairs, from Dr. M. Robert Allen, who is our
assistant vice president for academic affairs and dean of our school
of continuing studies, on the subject house subcommittee on educa-
tion and labor, student financial assistance.

Dean Allen says:

My concern still is with the lack of basic consideration coverage for the part-
time working and commuter studeuts. I wonld like the Subcommittee to be
certain that students are not penalized because they are ot “fulltime’” ; that
even a three to six semester credit hour load should not disqualify potential
applicants for student aid considerations. While improvements have been made
in this area, we're a long ways trom making it practical and couvenient for the
parttime student, This is nothing new or original. However. more aud more
interest is being noted at all levels concerning the problems of a second career,
relocating our working nien and wowmen and returning woman in higher eduea-
tion. For your information and discussion, Bob,

Mr. Lenman. Thank you, Dr. Sheeder. Thank you, Dr. Stanford.

There are two threads that seem to be running through the testi-
mony of our first three witnesses, that we haven’t yet dealt with in
the Washington hearings.

One is the need for funding of administrative costs for the institu-
tions to deal with these programs effectively, and sccond. the problem
of the part-time student. It seems to me that part-time students make
up a great part of your student body and alsdé make a great contribu-
tion to your institutions.

I can assure you that I will make every effort to bring this to the
attention of the other members of the committee to sce if these sug--
gestions can be incorporated into the legislation to fulfill these re-
quirements. .

Dr. Sraxrorp. Mr. Chairman, I know it appears that we may have
conspired in the preparation of this testimony, but it’s reassuring to
me to come here this morning to see that Dr. Masiko and Sister
Trinita and Sister Dorothy, Mr. Czerniec, all have said pretty much
the same thing about these two points—the part-time students and
sonie kind of administrative assistance,

Mr. Lersax. Many of the other things vou've also agreed has been
brought to our attention before, but these are two very, very im-
portant factors that, to my mind, haven't veceived the attention that
they should have veceived, and T'm so erateful that we've heen able to
get this input from you people here today.

Dr. Staxrorp. .One problem I know that can’t be introduced into
the hopper as legislation, but this is a matter of timing to which I
alluded. If there’s any way by which we could know definitely, before
the students leave, what the available funding is going to be, that
would enhance immeasurably the cffectiveness of this program.

My, Lemyan. T wish I could give you some good information ov
even some happy information on that. but T would anticipate that
this legislation here will be passed and signed into law sometime be-
fore the termination of this session of Congress, but certainly not
before the end of this fiscal year.

Dr. Staxworp. All right.

Mr. Lezzay, Thank you for coming. Any questions?
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Mr, Franirin. Just one question, is it still too early to give us some
communication as to the effectiveness of the law extending subsidized
loans to students without need analysis whose adjusted family income
is less than $15,000%

Dr. SepepEr. Right, I think it’s fair to say we're still making calcu-
lated professional estimates about this. Qur best feeling is that there
are substantial improvements representative of this law, and certainly
the key improvement is the avoidance of the needs test automatically
for those of the income levels and loan levels mentioned.

Mr. FrankrLiv. It won’t make eligible again a lot of students who
have been eligible before, but were cut off by the Educational Amend-
ments of 19724 .

Dr. Suerper. Yes, sir; there will be some deleted.

Dr. BurLer. May I add just one additional word ?

Mr. Lermax. Would you identify yourself?

STATEMENT CF DR. WILLIAM R. BUTLER, VICE PRESIDENT FOR
STUDENT AFFAIRS, UNIVERSITY OF MIAMI

Dr. BurLer. Yes, thank you, Mr. Lehman. I'm Dr. William R.
Butler, vice president for student affairs at the University of Miami.

Dr. Sheedor did mention the requirement for notarization. I'm not
sure how often that irritant comes up and has come to your attention,
but it is also something we feel very strongly about that is another
Tassle for the students and adds very little value to the whole applica-
tion process. ’

)[1}',1 L?EI-IMAN. Thank you, just another nuisance factor.

John? :

. Mr. Lze. About this part-time student thing, some of the authorized
«:..._.legislation indicates that students can be less than full time and receive
student aid in some form. I’ve been led to believe in my conversations
with student aid officers that oftentimes because of the limited funds

the decision is made on the local level to take care of the full-time
students first, and unfortunately there’s never enough money to spread
out. :

If you had more funding, do you think that would be better to take
care of full-time students, or would you give some portion of your
funds to the less-than-full-time students?

Dr. Streeprr. Yes; we do. As you know, the current authorization
permit funding of students at the halftime levels or better. and it’s
our pattern to assist students at halftime levels or better based on
their demonstrated financial need, rather than the demonstrated vol-
wme of course work. I think the isste is between halftime and part time.

Mr. Lre. You mean less than halftime.

Dr. Syreeoer [interposing]. Less than halftime is the key factor.

Mr. Ler. Are you concerned about some sort of financial help for
someone who might just tale one or two classes?

Dr. Sureper. That’s right. SR

Mr. Leraray. Sometimes they have to get started with 3 or 6 hours
in order to then, as they become involved and go into move full time,
but if you don’t give them some help to get started, they never get
to the full-time or halftime level.
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Dr. Sueeper. The Office of Education regulations have read half of
normal full-time acadermic regulations have read half or normal full-
time academic load, but of course the normal full-time academic load is
15 hours, and half of that, for practical purposes, ig 8 hours.

It’s pretty difficult for some of them wovking full time sometimes
to take an 8-hour load.

Mr. Lemaran. Pve tried it.

Mr. Lee. There’s a program that's causing some concern, and we're
going to talk about it in Tater hearings I think more extensively, but
1t's the veterans cost of instruction program.

Do you people have that program going ?

Dr. Smeeper. We do not have that program going, but. I think—I'm
hopeful that we will move in that direction. We hatve a substantial
enroliment of veterans on the campus, and I think we do need to
move forward in that area.

I'm not familiar with the details of the program to. respond to
specific questions. .

Mr. Lirr. L understand you den’t have the program? -

Dr. Sneeper. That's vight.

Mr. Lemyaw. Thank you very much, and I'm suge your testimony
will be of great value, as those who have gone before you, to this coni-
mittee. -

Dr. Staxrorp. One parting comnent, we're proud of the chairman
as an alummus of the University of Miami.

Mr. Leuacan. Thank you.

The next witness is John Conlon from the First National Bank.
seilior vice president of the First National Bank of Miami. John is
an old friend of mine, and before he gets started I want to comment
a little bit about what might have been misinterpreted this morning.

It's not the fanlt of any of the institutions in tliis avea for not more
fully participating, but the problem was the inability of our legisla-
tion to provide the incentives, to provide the means and to provide
the brainwork for them to really become more deeply involved.

I just wanted to assure John that myself and this committee are
grateful for what the First National Bank has done in student loans.
and we just wanted to try to make it more feasible and more exciting
for you to even get more involved in this activity.

John, you have a few-kids of your own, don’t you?

STATEMENT OF JOHN CONLON, SENIOR VICE PRESIDENT, FIRST
NATIONAL BANK OF MIAMI

Mr. Coxrox. Five.

-Mr. Lueimeay. How many have you got in college now?

Mr. Coxrox. One going.

Mr. Lemax. I think you know what the problems are.

Mr. Coxrow. Mr. Chairman, you just took the opening remarks
away from me,

And in conclusion—I would like to tale this opportunity to intro-
dnce Larry Ginsberg, who is an associate of mine at the First Na-
tional Bank of Miam1 and handles internally all of the functions re-
garding the student loan program.

Mr. Chairman, for backgronnd, the First National Bank ot Miami
entered the federally insured student loan program in 1971 with an
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initial commitment of $1 million. By September, 1971, 97 students
were participating in the program, with $128,000 outstanding.

At yearend December 1971, the number of students had increased
to 125, which was an increase of 28.9 percent, while ontstandings had
expanded to 165,000 or an increase in that of 28.7 percent. Our joint
program has uow been in force for 2 years and 10 1'11()nt11s. )

Bank policy stipulates that we will grant a federally insured stu-:
dent loan to {)ank custonters or their children, and by and large no:
exceptions have been made to this policy. We have not experieneed.
any problems in the avea of prime eligibility. )

Most inquiries are made by phone, and as such, if the prospective
borrower is not a bank customer, we invite him to become one. It this
materializes and he remains 1 for 6 months, we will then allow him to.
process a federally insured loan application and a supplement.

Onee 2 loan is funded we must make two separate bookkeeping funce-
tions. One is on the subsidized loans, and the other is on the non-

“subsidized loans. Relatively minor problems exist with subsidized
loans other than it is always necessary to obtain payoft figures for
those loans on the repayment in order to reclaim the quarterly de-
clured bonus.

Conversely, one of the most—one of the biggest problems is the
time consuming portion of the program as represented by the quart-
erly interest billing on the nonsubsidized loans. Fach accrual is com-
puted separately, and such student is mailed a statement.

Tf we fail to receive a response to the billing, the loan is referred
to our collection section where a similar letter 1s prepared and sent.
If this brings a negative response, more collection efforts are made.
If this action docs not bring satisfactory rssults, no further disburse-
ment is made until the student brings the izeic ° mavment up to date.

We are presently receiving numerous teiephoi. -alls from non-
bank customers who state that although thelr finan:ial institutions
are engaged and participating in this program, tiw s reportedly are
not lending any additional money for this purpose at this time.

At the First National Bank of Miami there are three interviewers
fully trained in the handling of this program. One interviewer is
assigned to the program with the other two utilized as backup for
peak periods and to spread the workload in the event of absentecisin.

One loan officer, one collection officer, and one bookkeeping officer
are fully trained in their respective functional roles for the program,
in addition to the two bookkeepers and four adjustors.

The absolnte cost involved iu salaries, space, equipment, supplies,
and postage brings the effective yield well below the combination
of the 7-percent simple interest and declared bonus awarded quarterly.

The following portion of testimony is a statistical portion, and I
would just like to point out from December, 1971, that 1972 over 1971
the entire direct lending non-secured portfolio inercased by .083, while
our increase portion of the student loan program was 100 percent.

The year 1973 increased in outstanding by 13.76 percent, while our
increase in the federally insured student loan program was 14.61. So far
this year we have increased 2.37 percent in total outstanding, 25.46 per-
cent in onr student loan program.

Onr volume has steadily increased in our student loan programs
starting with $166,000 in-December of 1971, and ending in December
1973, we had $374,000 for that year. So far this year it’s §173,000.
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The percentage of increase, 1972 over 1971, was 47.79 percent. On
1973 over 1972 was 51.89 percent. We have practically no delinquency
at all. Our delinquency as of December, 1973, was .374. Overall delin-
quency in the department is 1.8 percent. National statistics are 2.6
percent in all delinquency.

In 1972 five students transferred to our repayment program. In
1973 the total was raised to 23, and thus far this year 25 more have
been set up on the repayment schedules.

Our present federally insured student loan outstanding is comprised
of 297 students still in school with balances of $739,000, and 48 students
on repayment with balances due, including interest, of $99,000. Of
the students in school, 220 of these are subsidized and 77 are
nonsubsidized.

We have not been forced to file a claim on any of the loans we have
set up on repayment schedule and have elected to request preclaim
assistance only once. '

In May 1974, the First National Bank of Miami increased its com-
mitment to this program to $114 million.

Methods by which the program could be streamlined procedurally
to induce yield enhancement and growth potential, and has been
touched upon by all people who have sat here before me—the rate.
We stated we would hike to see the rate tied to the prime rate of First
National Bank, and this is a plug because we led the Nation last weck
in redneing the prime from 1114 to 1114 percent. ,

¥, would also consider possible plugging of the rate to the 90-day
advanced Government bills or any other market—money market
instrument whose yield is more conducive to this type of lending. .

In the area of collections, where I mentioned we have practically .
no delinquency, we would like to see skip assistance set-up from the
Social Security and the Internal Revenue Service to assist the lending
institutions in locating students who have skipped. This will be of
benefit to the program in that the lender can find the student and effect
collection and therefore have no insurance claim against the
Government.

Since there are discriminations regarding the installment repay-
ment note and disclosnre form, we suggest that new forms be printed
or allow the lender to use his own disclosure forms for the finalization
of the loan. )

We would like to see the speedup of time of the return of applica-
tions and supplements. At present, the student fills out his portion and
delivers the docnments to the school. _

The school fills in their portion and returns the forms to the student.
We snggest—at Tirst National we know of many instances where the
schools will return those forms directly to the lender—then the student
retirns it to us.

We appreciate the fact that on June 2, 1974, an attempt to alleviate
this situation has been made by sending subsidized loan requests
directly to Kansas City, Mo., rather than throngh the Regional Office
in \tlanta, Ga.. who then wonld forward them to Kansas City.

Once we receive the applications back from the students, we send
them fo either Kansas City or Atlanta, depending upon being sub-
sidized or nonsubsidized. Six to 8 wecks later we receive the applica-
tion back and are ready to process the loan within 48 hours.
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The ‘whole process has been known in our institution to take from
12 to 16 weeks from the initial time that the student came in, until
the application is returngd. Meanwhile, the student usually has called
numerous number of times wanting to know if they’ve been approved.

In conclusion, a random sampling of our federally insured student
loans reveals that 92 percent are attending Florida schools, the other §
percent elsewhere in the country, and a marginal percentage is ont-
side of the country.

Federally insured student loans acconnt for 12.71 percent of our
direct lending’s unsecured portfolio and 4.41 percent of the direct lend-
ing’s total outstandings.

Onr posture at the First National Bank of Miani in assessing the
merits of this particular student loan program extends beyond pure
enlightened self-interest. As the largest banking institution in the
community and the State, we feel that we must adopt a very positive
stance with respect to corporate responsibility, and as such. endorse
such a program that has far-reaching social and economic implications.

By virtue of our participation and respousive support, we not only
bridge a large gap in the student financing, but we make a positive con-
stribution as well to the social marketplace.

We feel that this is a most appropriate scope of corporate involve-
ment from the standpoint of management. considering the limitation
of resources, the cost benefit ratios, as well as attempting to balance
the future conditions of the business community.

Mr. Lemaray, Thank yon. John.

In regard to this wait of 12 to 16 weeks some of the students have to
endure, I suggest, if they continue to call you wanting to know when
it’s going to be ready, that if they live in the 13th Congressional Dis-
trict, yon have them call our office. and we'll find out what’s holding
them up out there in the Qffice of Education. ,

I'm sure by the same basis that Senator Pepper and Congressman
Fascell will be glad to cooperate through their offices. '

There’s no reason why they have to take this long, and I think if we
lean on them, we can get it done more quickly.

It's interesting to see the other side of the coin from the institutions
themselves.

Do you require that the student become a customer by making a
deposit before you begin to process the loan and is that customary
with other institutions?

Mr. Coxrox. Mr. Chairman, I ean't talle for any other institutions,
but for ours you must be a bank customer that would be involved with
any of the services that we have. If yon’re not a bank customer. we
would of course ask that you becoine one and wait a period of 6 months
to see that you just don’t open an account and close it the next day.

We have taken this posture for several reasons, one partienlarly,
based on the numnber of customers at the First National Bank of
Miami. In our installment loan department alone there arve 54,000
customers. That’s 5 percent of the total population in Dade County.
So we feel that we have a source and a base by which we ¢au enhance
the people to come in and use this progran.

We don’t feel that we should go outside to get noncustomers.

Mr. Lenaraw. Well, of course I think that’s only fair in a sense. but.
sometimes I just think'it's almost impossible for the people who need

the loans the most to be other than perhaps a token customer.
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Mr. Coxroy. We haven't set any guidelines as to the amount. Tt
could be installment loan, savings, checking. It could be Master
Charge. It could be any of the savings offered by the banl.

Mr. Lemiax. I just was wondering how it was intevpreted.

Certainly your delinquency rate is great. -

T just hope that the banks are not guilty of being too rigid in trying
to keep the delinquency rate down and in turn of course rejecting some
of the marginal, yet very needfnl cases.

" Mr. Coxrox. Mr. Chairman, I would like to point that since Septem-
ber, 1971, we haven’t had the first turndown. ;

My, Lsirarax, That's a pretty good record.

T think that's all. T think yow’re doing a good job. I think that your
problems in regards to skip assistance ave valid, and I think that we
can consider these kinds of factors when we deal with this legislation.

The majority counsel and the minority counsel would like to ask
some questions. _

Mr. Fravkrry. T would like to second the Congressman’s comments
and congratulate you on your participation in the program. Not only
are you staying with it, but actnally increasing, quite heartening in
view of the experience that ¢ yme students ave having.

T don't have any «uestions. ‘

Mr. Lzr. I'm fascinated by the delinquency rate. As you're prob-
ably aware, witle these kinds of loans there’s indication that the rate
of delinquency rate is significantly higher than some other kinds of
loans. '

Can vou explain or tell us anything you might be doing which
accounts for your institutions low delinquency rate that 1s not enjoyed
by otherlending institutions.

M. Covzox. I wish I could. The only thing I can tell you is effective
collection activity, There are 188 people in the installment loau depart-
ment, and 33 ave in collections. Our philosophy, when we opened the .
doors 2 years ago, was that you have to collect the loans before we.
can make them.

Al T can tell you is it's just plain, simple, hardnose, cflective
collections.

Mr. Leneax., Withoa lot of experience in other fields.

In vegards to this $114 million limitation, is there any chance of
making that a little more flexible as time goes on if we can make the
Federal-legislative incentive a little move inviting?

Mr. Cowrox. Absolutely. That’s why we inereased it now. We
realize that $833,000 and the upeoming semester coming in September
we'll probably go beyond the point of oviginal commitment. So we've
advanced the commitment already. I see no reason why we wouldu't
continue to advance the commitment—credit commitment on that busi-
ness that we have, ’

Mr. Lemray, Well, thanlk you both very muceh. We appreciate yonr
coming down and taking time from your busy schedule to give us the
institutional side of this question, and we'll certainly take all this
information back to Washington with us. .

I have two other witnesses here who are not on the agenda, but I
think it's important that we hear a third.side of this problem.
Mr. and Ms. Robert Whitehead spoke to me during the coffee breal,
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and T would just like to invite Mr. and Ms. Whitehead to come up to
testify briefly as to.the problem of the middle income parents with

children attending college.
STATEMENT OF ROBERT WHITEHEAD, MIAMI, FLA,

Mr. Wurreaeap. I hadn’t intended to speak, so I don’t have the .
elaborate notes that my predecessors have, but I'm sort of a frustrated
parent. -~

I started last October trying to find some way to get some financial
help. My son is going to FSU 1n the Fall, and every place I went——

Mr. Lenyan [interposing]. Mr. Whitehead, would you identify
yourself properly for the—— ‘

Mr. Wrreneap. Oh, yes, I'm Robert Whitchead.

I ran against a stone wall it seemed. lile every place I went because
I wasn’t & minority group or belonged to a minority group.

It seems to me the Government has set some type of a limit on your
income. A man making $15,000 or $17,000 a year, deduct 20 percent
or more for taxes, $3,000 a year for the tuition, and then yow're getting
down on $8,000 or $9,000 he has left.

If he has other children, they have to go without certain things, -
maybe clothing, something else, to put one tTu'ough school. If you have
two going through school; then you’re reduced to the poverty level
even though you started out at a $16,000 salary.

One thing that bothered me in these hearings this morning, bothered
me for 6 months,.is nobody mentioned scholastic ability anymore. I
know when I was a teenager, 100 years ago, the scholastic ability—I
have a son who's 15th in a class of 675. He’s also an excellent musician,
and T just can’t get anywhere on scholarships because of his musical
ability or his scholastic ability.

I think it’s fine to take people from underprivileged sections of the
town and say we're going to give you a grant to go to school, but how
about the person who, like my son, would love to become a doctor or
hecome a worthwhile member of society ? What does he do?

T would like to see something in the Govermment where scholastic
ability has something to do with it. We get grants for football and
basketball, but you don’t hear too much about the person who has a
high scholastic average.

It's kind of frustrating. I didn’t know about this federally funded
student loan program, Now, I asked at the high school—n1y son goes
to Iialeah Miami Lakes High School, and they knew nothing about
any kind of a fund.

T happened to listen to WIKAT one day, and therc was a Mr.
Simmons, I think, from HEW on, and T called him in Washington,
and that’s where I got the information,

ITe told me—I didn’t know about ihe First National Bank—he
saidl that Dade Federal is the ouly one in the Miani area participating
in this student loan program. Evidently these programs are changing
so quickly that the high schools haven’t been kept up with it.

Mr. Lemiray. Can T interrupt you? Our office mails cut to the
eunidance counselors of each of the high schools cach May a stack of
bulletins and information in regards to all types of student aid for
higher education.
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Now, if they don’t feed down from the guidance departments in
high schools, somewhere along the pipelines this information gets .
short-circuited.

My, Warrenesp. It does because T asked my son—I thought maybe
he was just putting me oft, and I weunt to the school myself, and they
said, oh, forget it, you make too much income. :

Mr. Lerman. If your son will go to the guidance department at
Miami Lakes Senior High School and if he will ask the guidance
people to give him copies of the bulletins we’ve mailed from our
office, I think he will find them there, but it’s a shame he has to go to
them to ask.

My, Warrereap. Well, Tve been to them, and they didn’t have it.
Like I say, if I hadn’t listened to this radio program, driving along
in my car,1 wonldn’t ever know anything about this.

Mr. Leanyan. Tl check into that and find out what happened.

Mr. Warreneap. Bat I think that should be pushed in the high
schools, not wait until the person gets out. I wish they would raise
the limit— I think it’s $15,000 now—adjust it to—especially the way
the inflation is now—to maybe $20,000 because when you get done
with taxes and your tuition, you're (fown—you’re getting down to the
poverty level as it is. o

Mr. Lerman. I think the Hmit should be removed, although it’s
not feasible at this particular moment.

Mr. Warreaeap. Couldn’t it be made on a—also on a worthy basis?
If & student in some cases—I know I used to work near the University
of Miami, and there were children that had grants there that were
just having a ball.

There’s other needy children really that have the brain power and
want to get somewhere, but just can’t-—because of their father’s income
or other things just can’t make it, and I wish it could be something
more scholastic instead of strictly athletic.

Mr. Lemyan. I think the whole purpose of this meeting basically
is to get information on how to make assistance student financial
more available to the young people from middleclass families who
seem to be dropping by the wayside and are probably ome of our

reat natural resources that we must make available to our socicty
in order to keep it going in the right kind of direction.

Mr. Warreaeap. Because I have a grocery store in Miramar and
have about 6,000 people coming in, and their biggest complaint is
that the middle-income person pays all the taxes, and then wlen it’s
coming back, we don’t see that much of it.

Mr. Lemncan, It’s a familiar complaint, and we get mail like this in
‘Washington, too.

Mr. Warreneap. T would appreciate it if you could do something
along those lines. :

Mr. Lemaxn. I'n glad you conld testify, and as soon as we can
come up with any positive answers to these kind of problems. we're
going to be vou know. In the meantime T will follow through at Miami
Lalkes, and if you’ll give one of our staff people your son’s name, we'll
see that he gets all the information.

Mr. Wrnrexrsap, Well, Pve already called your office in Washing-
ton. I forget the girl I talked to, but she was very helpful and was
going to mail it to me this week.
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Mr. Lemyean. In the meantime T would like to find out why it isn’t
being processed, not to your youngster, but to the others at this partic-
wlar school. I just want to see what's happenced to all of this material
we mail out.

Mr. Warreaeap. I don’t know what happens to it.

Thank you, sir. )

Mr. Lgmyan. Mr. Franklin, John, do you have any questions?

Mr. Lee. Did you have a chance to talk with people at the
University?

Mr. Wurreneap [interposing]. FSU.

Mr: Lee. Yes.

Mr. Warreneap. Yes; but they didn’t know any bank in the Dade
County area that I could contact until I heard this radio program.

Mr. Lumaan. Now you know one. '

Mr. Worreieap. Well, yes, but you have to be a—have to have a
deposit there or be a member of the bank, and it’s kind of hard when
you live in Hialeah to get down to Miami, but Dade Federal is the
only one that the Federal Government mentioned.

Mr. Lumiax. Well, John, you have Southeast branches—Southeast
Bank branches that you do business through besides the downtown
branch?

Mr. Conrvox. Miami Springs.

Mr. Liwrnaran. I’m sorry?

Mr. Convon. Miami Springs.

Mr. Lemacan. That’s getting closer.

Mr. Coxrox. Southeast Bank of Miami Springs.

_ Mr. Leaaan. Any Southeast Bank branches can do the same thing
as the downtown bank can.

Mr. Warrerneap. Oh, I sce.

Oh, if you do have a chance at FIEW, I would tell them to mention
that in the literature that there is another bank in Miami because they
definitely told me there was only one, and that's Dade Federal.

Mr. Lemran. That’s communications again.

Mr. Wirrrsiiap. One thing about Dade Federal that T think has it
over this gentleman’s bank, that you don’t have to have an account
there. They said they would process it whether we had an account or
not.

Mr. Coxrox. The difference is they’re not a banlk.

Mr. Wrrrenreap. Well, savings and loan.

Mr. Lrmarax. Mr. Franklin, do you have any questions?

Mr. FravkrLiN. No.

Mr. Lemarax. Well, thank yon very much for coming.

We have a gentleman here from the State Department, and T would
like for vou to come up identify yourself and gjve us a little input
from Tallahassec,

STATEMENT OF ERNEST E. SMITH, JR., FLORIDA STATE
DEPARTMENT OF EDUCATION

Mr. Sarrrr. Thank vou, Mr. Lehman. T apologize, like Mr. White-
head. for not having a prepared statement. I guess dne to our travel
situation in Tallahassee it was not certain that I was going to be able
to make it.
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I have previously testificd before your subcommittee in the month
of—earlier this month in Washington with respect to concerns which
we have in Florida as a lender, the fourth side of this coin, as a lender
under the federally insured student loan program. e

As yon have indicated, we wonld agreo with the fine snccess
Mr. Conlon and the First National Bank of Miami have had in the
program. I'f each bank that we hear about had those same experiences,
I'm sure that, ontside -of the profit factor, that there would be no
problent getting ample participation in the program.

In Tlorida we became—songht to become and sought to begin
participation as a lender under the federally insured program to
sapplement the fine participation of banks and savings and loan
associations and credit unions in the State,

We find that in Flovida, while participation in Miami may be great,
there are some areas in Florida where there is no access to these loans,
and our purpose in getting in was to supplement statewide the activi-
ties done by the commercial community. '

We have been in the business since—in the business of making
federally insimred loans since QOctober 1972, We estimato that by
June 30 we will have an outstanding of $+.3 million.

The program was approved by the people of Flovida in 1972, We
have issued bonds to finance our participation, and we feel that we've
made at least that much of a contribution so far.

Wo anticipate that the demand that we feel in Tallahassee for these
loans will be increased by the changes in effect June 2, 1974. We're
getting roughly 36 applications a day presently in our office. Those
will be my comments about where we are are today if we stay with the
program as it is.

We do feel that two real conceins that we wonld like to ask for help
in if it’s appropriate or for your subconmittee to consider.

No. 1 is the lengthy turnaround time that we—that Mr. Conlon al-
luded to. We saw an average of 14 weeks in a turnaround time in
securing an insurance commitment. We feel that in many cases this
is not what you intended in terms of the spirit of the law, and in most
cases is counterproductive to students. We like people to plan ahead,
but 14 wecks is a little too much to ask.

We also have benefited from the amended procedure of bypassing
the regional office in Atlanta, working directly with the contractor
in Kansas City. We further feel, however, that for lenders that are
of large size that you might wish to consider recommending that the
Oflice of Iducation implement the certificate of comprehensive -
surance which 1s provided for in the law whereby you would simply
give us a blanket insurance policy for a lump of money, and then we
could, with stringent guidelines from the Office of Education, hegin
to charge loans against that lump sum policy and then later, mayhe
twice a year, go back and ask for an extension to that policy, rather
than each individual loan.

This logistically requires a lot of time. and it requires a lot of money.
We arc obviously in the business for different reasons than a commer-
ctal bank, so we’rc not that concerned about the profit picture. Of
course we con’t want to operate at.a loss, and presently we're not oper-
ating at a loss,

The second point would be the—when I spoke earlier in June, there
was a great thing looming on the horizon, circular A-70 through the
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Office of Management and Budget, that dealt with Federal credit
practices.

It’s my understanding that that particular circular has been with-
drawn, and that we are no longer faced with that problem. We thank
each of you for your support in getting rid ol that problem.

The next thing would be that any considerations the Congress will

~ give to arbitrage regulations in the future be—that consideration be

given to exempting State divect student loan programs that are
financed by tax exempt funding.

With respect to the institutional side of the question, we support
the need for Congress to begin to recognize that institutions need an
administrative allowance, as the people who have spoken this morning
have indicated.

This is something as a State agency that works with 60 institutions
hears everyday. We'll do a better job when you help us pay for addi-
tional stafl and et cetera,

TWith respect to the State student incentive grant program that
was alluded to this morning, we are happy that we are able to partici-
pate in that program. We have filed oursapplication and feel that we
will receive the $532,000 that will come to us through formula, some-
time before the end of this month.

Sometime before the end of this montl, when added to the $.3
million which legislature has authorized and when the Governor
signs that bill and appropriation, that we'll have a $+.8 million.grant
program in 1974-75. This is not what we need, but it’s a whole lot
better than where we’ve been.

Thank you.

Mr. Leriaran. Thank you for coming.

I think I’ve been negligent in thanking Dr. Masiko and Dr. Walk
and Dr. Hansen for making this very convenient location available
to us to hold these liearings. They have been most hospitable, and
we'll be back.

Perhaps the majority counsel or minority counsel may have ques-
tions they would like to ask you in regards to facilitating the arrange-
ments between Federal and State administrations.

Mr. Les. I just want to get a better picture of the ove «all State
effort in the financial aid. You've got a grant program and a loan
program?

Mr. Sarrrmr. Yes, sir, we arve a single State agency charged with the
administration of comprehensive financial assistance program. We
are not of the size that you always hear about in Illinois and Pennsyl-
vania and New York, but we are, we feel, one of the larger programs
in the Southeast in that respect.

We operate three major programs and then four smaller programs.
Our major programs in rank of size is our participation as a lender

. in the federally insured loan program, which we refer to locally as

the Florida insured program, but it is a Federal guaranteed progrant.
We have legislative authorization to issue bonds and spend up to
£9.5 million next year or in fiscal year 1975.

In the Florida student assistance grant program, which I discussed
last, we have legislative anthorization for 4.3 million and then the
additional 532,000 coming .in under the SSIG program for a total
program of 4.8 million.

MC | - 107

Aruitoxt provided by Eic:




104

Then we have one of our older programs, which we refer to as the
Florida student loan program, which is now a revolving loan pro-
gram. It’s a 4 percent loan with many of the same characteristics of
the national direct student loan program with participation at $2.5
million for 1974-75.

Then we have several smaller programs that are categorical in
nature. We have a program for Semmole and Miccosukee Indians.
We have a program for children of deceased or disabled veterans.

We have a scholarship program, which is in phaseout. This next
year will be the last year of that program, and a similar program for
teachers and nurses recrnitment, two programs that are in phaseont.

When you add all those programs together in terms of Florida
legislative authovization, it will approach $17 million, excluding the
cost of operation which is less than 1 percent of the money which we
handle.

We have 22 people in Tallahassee. We do this located in a building
in the Capitol Center. We don’t have tronble staying busy. We have to,
as opposed to an across the desk operation, run sort of a mail order
operation because we can’t expect everyone we serve to come to
Tallahassee to receive that service. So we work very closely with the
finaneial aid officers and business officers of the institutions in the
State, :

We work very closely with members of the Florida Legislature and
their staff in Tallahassee and throughout the State in terms of
responding to inquiries from individuals or the status of applications
and things like this.

We realize as a State agency that we sometimes have stigmas
attached which make us look like a little Washington, which we try
to avoid in many respects and try to treat each of these individunals as .
individuals because we know that even thongh we may work with
50.000 people. that one person that’s asking the question, the answer
to him is very important. So we take the time to do that.

We take the time to try to respond as much as possible, as guick as
possible. As I've indicated the cost factor is something which we of
course don't have all the money we need, but we also are not bound by
the commercial restraints of profit and loss.

Mr. Lemrax. Thank yon so much for coming, and your testimony
will certainly be in the vecord. :

Mr. Sarrrrr. Thank yon,

My, Lemneaw. At this point we will recess briefly to get a bite of
lunch, and we will try to have the other witnesses beginning around 1
or shortly after if possible.

[Wherenpon, at 11:45 a.m., the hearing was recessed nntil 1 p.m.,
the same day.]

ArrteryooNy Srssion

Mr. Lemrax, We have Ms. Jean Brurbage from Dade Federal wlho
has been with ns before on some of these oceasious when we had the
Sallie Mae people down here, right?

Ms. Bunnace. Yes, siv. | :

Mr: Leinaw. Tt’s a pleasnre to have you back, and with yon is——

Mr. Stanyrers, Charles Summers.

My, Lenarax [continuing]. Charles Summers from Dade Federal
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Mr. Staraers. Yes, sir.

Mr. Lemaan. I know we have your testimony here, and you can
read from your testimony or you can summarize it, whatever makes
you happy, but your testimony will be included in full in the recovd.

STATEMENT OF CHARLES SUMMERS, SENIOR VICE PRESIDENT,
DADE FEDERAL SAVINGS BANK, MIAMI, FLA, ACCOMPANIED
BY JEAN BURBAGE

Mr. Suararers. Thank you.

Mr. Chairman, may I first at the outset offer Mr. Lipton's apologies
to the chairman afid to the group. He’s out of town today and conld
not be with you. In his place, as the supervisor of the mortgage depart-
ment, I've been asked to offer the testimony for Dade Federal Savings.

Prior to February 1971, Dade Federal Savings had not participated
in the federally insured student loan program. Although the program
had many benefits to the lender, the program in toto had not been
reviewed by our managenent for any policy decision.

Our management, too, was unaware of the lack of interest by our
mdustry members, as well as other financial institutions in our area.
We presumed the requirements of students were being met and that
Dade Federal's participation would not be of material consequence.

In February of 1971, our president, Mr. Ronald Lipton, was
invited by Senator Lawton Chiles of Florida to attend a meeting in
Miami designed to demonstrate the program functioning in Dade
County at that time.

The needs and frustrations of our students applying for loan
accommodation from the lending institutions of Dade County as well
as Broward County were exposed to that meeting. It was apparent to
Mr. Lipton that the program was vitally important to our local
student residents.

Many institutions were ignoring the program. while the actnal par-
ticipating lenders were imposing additional lending criteria to almost
bring the underwriting to a standstill. Onee Dade Federal Savings
was exposed to the area needs for this sevvice. it took steps to open its
Iending facilities immediately to all comers who were residents of
Dade and Broward Counties,

There is one exception to that. Students who are attending our local
medical schools may be from any county in the State of Florida.

Dade Federal Savings now fully accepts its role in the federally
insured student loan program. as an iutegral part of the many services
we offer to our community. We realize that we have sacrificed 1o
carnings, nor have we acquired a program too ciunbersome or diflicult
to operate from a personnel standpoint. We now funetion within the
departient with two full-time staff members.

Our returns are more than mere profits: more than the hope that
we will reap the savings harvest from grateful elients, say. in ahout,-
10 years. We've attached here certain letters marked exhibits A, B,
and (' as a sampling of correspondence—the type of correspondence
that we receive daily in the department.

With that. as of May 31, we published the figures of the status
of our program. the total loans ontstanding as of that date, 3.178 for
an amount of a little over $4 million; total loaus not on repayment
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schedule, 2,972 for $3.7 million ; and loans now on repayment schedule,
206 for an amount of $268,000.

We then related the delinquency status of the loans that we have on
Tepayment—30 to 44 days delinquent, none; and 45 to 59 days, 4; and
60 days and over, 19.

We have had in the past six claims in process, and we have had seven
loans which have been satisfied by HEW.

Our loan portfolio, we gave you some statistics there—the nmumber
of subsidized loans. 2,678; unsubsidized, 294; the schools which onr
stuclents are attending, 274 schools have asked us for assistance of
which 32 are in Florida, 228 are out of the State and Lt are out of the
continental United States.

The results of our program, we ave aware that grateful, concerned
parents and relatives of these students have brought new as well as
additional savings acconnts to the Association, but we are unable to
measure or report the effect on our savings growth. Suflice 1t to say,
we know the return is there and will continue.

We interview each student personally. We insist they be treated like
any other borrower, although we add our personal interest in their
goals for the future and their plans for today and tomorvow. As young
as Dade Federal Savings is in the program, we already have the bene-
fit of this relationship evidenced by onr delinquency and claim ratio,
which we consider very, very low, and very rewarding.

TWe can report that Dade Federal Savings lhas realized in this
operation to date, approximately a 9 percent return on its college loan
portfolio. We included Broward County from the initiation of the
program, although this is not our main lending arca, but we cousider
1t an adjunct to it.

We estimate we are the leader in Broward at the moment, although
accurate statistics are not available from HEW.

During the recent tight money market we availed onrselves of the
warehousing offer of Sallic Mae. In February 1974, we borrowed $214
million to return to onr program,

Our program is a very sophisticated one of data processing. We are
completely on line with the operations. It has an immediate reporting
capacity and individual loan andit availability. It has brought many
representatives from other institutions to us to observe our system,
and we’ve adapted the system to meet the requirements of HHEW and
the association on reporting on monthly and semimonthly figures.

Problems and suggested solutions, the needs analysis required for
any loan amount over $2,000 seriously hampers our processing. If
budget advanced by school and approved by financial aid director
reflects the need, and the family’s adjusted gross income is less than
$15,000 a year, the student is eligible for interest benefits and is
approved for $2,000 without question, .

Any need for more than $2,000 requires lengthy additional process-
ing, including the needs analysis, required by HIEW, all involving
serious time delays. '

It would appear that for an increment of as little as $100 the time,
manpower, and paperwork involved are a tremendous waste to both
borrower and lender, as well as the time involved with the Government.

The loan transaction statement, witl status change, received every
2 months from HEW. This report we evaluate as very important, but
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we find it is not receiving the proper attention by schools, lenders,
and the Government. :

Changes reported to the FIEW headquarters repeatedly are not
being corrected. Changes are not being reported promptly or at all
by lenders and schools.

These reports are lengthy, time consuming, and we would be happy
to spend the time on updating if we could see that the report was in
turn receiving the proper attention and the response it deserves.

In exhibit D we gave you, Mr. Chairman, a sample of a printing
we received as a composite of all the regulations of the program,
which we are requesting that this type of print not be used in the
future. It’s impossible to read, and 1t’s difficult to use as a reference
for the counselors, in fact, for anybody in the department.

We also realize that lenders would be attracted if the fixed interest
rate could be increased rather than depending on the special allowance
which is voted each quarter, which, as you know, the last quarter’s
special allowance was 214 as opposed to 214 for the previous quarter.

As we have stated here, Ms. Burbage and I will be very happy to
answer any further questions that you might have and. members of |
the committee. '

Mr. LEaaax. Thank you very much for your testimony.

Do you make these loans directly through all your branches, or do
they have to come downtown to the main office ?

. Mr. Susners. Ms. Burbage?

Ms. BurBage. They have to come down to the main office for the
interview, and we do the processing and the interviewing in the main
office.

Mr. Lemman. But the loan can be initiated at any of the branches?

Ms. Bureage. They can drop their applications off, but they will

" have to come down to the department for the interview.

Mr. Leaman. 1 see. ‘

Do you know if the other Federals in this town—and of course it’s
difficult for you to answer for them—have come into this programn
with the spirit that you have, or are you still pioneering among the
Federals in this kind of financing ?

Ms. BurBage. I—I really

Mr. LeamaN. You don’t know? It’s hard to answer for someone
else.

- Ms. BurBage. That’s right.
Mr. Summzrs. I don’t really believe we’re the pioneer Federal in
the program, Mr. Chairman.
Ms. Bursaee. No.
 Mr. Leayaxn. Well, T understand in this area you’ve certainly been
outstanding as far as participation is concerned.
Ms. Bursage. I think University Federal was in the program long

before we were.

Mr. SumMMmERs. Yes. . |

Mr. Leaman. Upin |

Ms. Bursage. In Coral Gables, yes, sir.

Mr. Leayan. I'm glad to see that your loan loss is a little bit higher
than the First National Bank because at least you're taking a few
borderline risks. I figure if it were too low, you would be turning
down too many. I think you’re doing a good job.
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I would like to assure you that we will work to loosen up some of"
the regulations on the $2,000, limitation which really isn’t a realistic
amount of money for a person who’s going anywhere outside of Miami
to school. At any other school in this whole area $2,000 would nowhere
near accommodate the costs. This limited amount of money is not
realistic.

As Dr. Stanford says, the tuition is $2,500 right now at the Univer-
sity of Miami for 1 year. That’s not a particularly high price, but
that doesn’t include any of the incidental costs of the textbooks or
anything else. So how are you going to get a family with $15,000 a
year income to help send his youngster to the University of Miami
when he can’t qualify above $2,000?

Ms. Bursage. That would be a help. .

Mr. Lerman. Al, John, you can take your turns. -

Mzr. Frangrin. In connection with the delinquencies that you had,
have you seen any particular pattern in the causes of them?

Ms. Borsace, No. ‘

Mr. Fraxgriy. Have any of them occurred, do you thinlk, because
the student had acquired too much of a loan obligation by the time he
graduated and it just was overwhelining? '

Ms. Bursace. That’s very possible. I think one of the biggest prob-
lems is having to go several places to borrow and then having a
minimum payment to two to three lenders at the conclusion of their
education. I think that probably is the largest problem.

Mr. FraxkninN. Several different places during the course of his
education ? ,

Ms. Bursace. That's vight. For instance, as I understand it, some of
the State programs in the north, if they come down to other schools
down here will no longer fund them. So then they have to seek private
lenders.

Then some of the lenders have gone out of the program, and they
have to come to some place else. So they end up having three and
sometimes four places to make payments to when they finish.

Mr. FrankriN, You have made unsubsidized loans in the past.

Ms. Borsace. Oh, yes.

Mr. Fraxkrniv. Are vou still making them?

Ms. Bureace. Oh, yes.

Mr. Fravgroy. You don't find that they are hecoming more costly
or too unattractive?

Ms. Burpace. No: we run it right with onr computer. So it could
concetvably be, if you had to do a lot of individual bookkeeping and
posting and that sort of thing, billing, yes, it could cost you.

Mr. Lrrray, John? ‘

Mr. Lee. Some people have indicated due diligence aspeet. of the
Taw is not adequately clear; that is, you don't have certainty that vou
covered the proper steps to insure your claim being accepted by ITETY.
Has that or do you foresee that heing a problem or concern ?

Ms. Birrace. No: no problem for us, as we have several people con-
nected with our loan development who have had installment lending
experience and collecting. So it’s not a problem in that velation to us.
We know how to collect on instaliment loans.

It could be it you didn’t have some experienced staff. However, you
know, like First National Bank of Miami, they have a very large
department, so that would not be a problem for them, either.
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I would imagine a small program it could be a problem in servicing
because you do have to collect and service these a lot different than you
would a mortgage.

Mr. Lee. Can you outline briefly for the sake of the record what
steps "you've taken when a loan starts to look like it's gding into
default ?

Ms. Bursace. Well, the first thing we do 1s get on the telephone, We
don’t wait for mail and things like that. We start with the telephone
number.on the application that the student gives us, and then we start
with the family, and we may call up the school and that sort of thing,

“and then we start sending them letters, first, second, third notices, that

sort of thing. .

Mr. Las. The other avea that I was interested in is how Sallic Mae
has worked for you. Do you foresce yourselt taking advantage of that
market in the future? :

Mr. Suaraers. Well, with the introduction of the Sallie Mae pro-
gram, of course it made it wondertul for us to immediately be able to
furn in a sizable portfolio like we have. At the point in time that we
neoded the money, the money was there through the Sallie Mae
program. _

We had a definite need for the $214 million that we borrowed, and
we realized that we were going to be able to put that $214 million
right back into our program immediately, and at the rate they're
charging, it’s far more economical to go to Sallie Mae than it is for us
to take it from our own funds.

So it is self-perpetuating itself through that program. It has kept
us very happy with our present operation, and we're certainly very
happy with what the future looks like.

Mr, LemMan. 'm concerned about this exhibit A—and we will
include that in the record—that this party had gone to every local
bank and had been turned down. From your experience what can ive do
legislatively do you think that would facilitate applications so that
they won’t be bounced around? Do you think there is anything we
conld do to make it more conducive for banks to yespond more fav-
orably to these kinds of situations? There must be a reason—

Mr. Sunrners [interposing]. I think Jean’s deferring to me.

Mr. Lrmax. OK, give you all the tough ones.

Mr, Summers. As you know, Congressman, there have been seminars
and there have been many meetings here in the past where all of the
large lenders in three counties, I think, were mvited to meet, and
those who did show wished only to protest again—their protestation,
rather, that yes, they were in ‘the program, and yes, that they cer-
tainly were making the loans, and that there was no reason to castigate
them as being the ones who welched on the whole deal.

Mr. LeuyaN. You know, you can’t preach to the choir.

Mr. Svanmrs. Exactly, so when you see such a letter, vou know
that that’s not the real story because when a student is shuttled from
institutions, from one to the other, he eventually finds the word that
if all else fails, he better talk to Dade Federal.

Believe me, we're not the boys in the white hats. We are not looking
to get all of the student loan {)usiness in this area, but as I said, we
are not losing any money running it, and ‘we really feel that there is a
definite need, Our management policy is that there definitely is a
definite need for us to subcribe to the Federal Government’s programs.
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Mr. Leaman. Well, I want to thank you both for coming, and tell
Ronnie and all the people down at Dade Federal they’re doing a
igreat job and are certainly of service to the young people .in this
community.

It’s particularly interesting that even thétigh the main thrust of -
your operation is certainly in Dade County, you are still the number

~-one student loan people in Broward County.

Mr. Susraers.” Thank you, sir.
Ms. Bursagce. Thank you.
[Mr. Summers prepared statement follows:]

STATEMENT oF CHARLES J. SUMMERS, SENIOR VICE PRESIDENT, DApE FEDERAL
SAVINGS AND LOAN ASSOCIATION OF MIAMI

Prior to February 1971, Dade Tederal Saviugs had not participated in the
Tederally Tnsured Student Loan Program. Although the program had nmany
beuefits to the lender; the program in toto had not been reviewed by management
for policy decision. Qur management, too, was unaware of the lack of interest
by our industry members, as well as other financial institutions in our area. We
presuued the requirements of students were being niet and that Dade Federal’s
participation would uot be of material cousequellce,

In February of 1971, our President, Mr. Ronald Lipton, was invited by Senator
Lawton Chiles of Florida, to attend a nieeting in Miami designed to denionstrate
the program functioning in Dade County. The needs and frustrations of our
students applying for loan accommodation from the lending institutions of Dade
‘County as well as Broward County were exposed to that meeting. It was immedi-
ately apparent to Mr. Lipton that the prograu was vitally important to our local
student residents. Many institutions were ignoring the program, while the actual
participating lenders were imposing additional lending criteria to almost bring
the underwriting to a standstill. Once Dade Federal Savings was exposed to the
area nced for this service, it took steps to open 4ts lending facilities immediately
to all comers who were residents of Dade and Broward Counties.? .

Dade Federal Savings now fully accepts its role iu the Federally Insured
Student Loan Program, as an integral part of the mauy services we offer to onr
community. We realize that we have sacrificed no earnings nor have we acquired
a program too cumbersome, or difficult to operate from a personnel statidpoint.
(We operate this department with two full-time staft menibers. )

Qur returns are more than mere profits; more than the hope that we will reap
the savings harvest from grateful clients in, say, ten years. These letters repro-
Auced here as Exhibits A, B, and C. are only a sampling of the correspondence
our department receives almost daily. Together with these acknowledguients,
Dade Federal Savings is proud to publish its present program status ag of
May 31, 1974 : )

Program status

‘Total loans, 3,178 — $4, 046, 941. 50
Loaus outstanding not on repayment, 2,972 3, 778, 901. 41
Loans outstanding on repayment, 206 _— 268, 040. 09

P e

Delinquency status
-30-44 days, none,

45-59 days, 4 (1.9%) _____ - 7, 268. 33

60 days and over, 19 (9.2%) 23, 147. 83
. Claims

‘6 loaus in process, (2.9%) 10,103.13

Olaims satisfied vy HEW
7 loans, (3.09%) : 9, 877. 00

(Percentages relate to total loans on repayment)

1With one exception, students attending our local medical schools are accepted from
-outside areas.
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Loan portfolio data

Number of subsidized loaus___- e 2, 678
Nuwmber of uusubsidized loans - _ 2%
Approximate total number of schools our students attend oo 274
In Florida e 32
Out of Stateoo oo 228

Out OF COMIELY oo emmommmmmmmmmmmmm——m=—m—mmSSmmsSTESmmomoTTE 14
' * ProcrAM RESULTS

e are aware that grateful, concerued pareuts and relatives of these students
brought new as well as additional savings accounts to the Association, bul we
“are uuable to uleasure or report the effect ou our saviugs growth. Suffice it to
say, we know the return ig there aud will continue. B

We interview eacl studeut personally. We inusist they be treated like any other
borrower, althouglh we add our personal interest in their goals for the future, aud
their plans for today and tomorrow. As youug as Dade Federal Saviugs is in the
prograum, we alrendy have the benefit of this relationslhip evidenced by our
.deliquency and claim ratio.
~ We can report that Dade Federal Savings has realized in this operation to
date, approximately a 9 percent return on its college loan portfolio. We included
Troward County from the initiation of the program, as we cousidered it in our
lending area. We estimate we are thie leader in Broward, although accurate
.statistics are not available from HEW. During recent “tight money” market we
have availed ourselves of the warehousing offer of “Sallie Mae.” In February
1974, we borrowed two and one-half million dollars to return Lo our progratu.

Qur program ‘on line” with its immniediate reportiug capacity aud individual
Joan audit availability, has brought many representatives of other institutions to
Dade Federal Savings to observe our system. We lave adapted the system to
meet tlie requirements of IIEW and the Association.

PROBLEMS AND SUGEESTED SOLUTIONS

aNeeds Analysis” required for auy loan amount over $2,000.00 seriously
hampering processing. I budget advauced by schiool and approved by finaueial
.aid dirvector reflects the need, and the family's adjusted gross incowne is less
than $15,000.00 per year, the studeut is eligible for interest beuefits and is
approved for $2,000.00 without question. Any need for niore thau $2,000.00
requires lengthy additioual processing includiug the “ueeds analysis” (required
by HEW) all involving serious time delays. It would appear that for au iucre-
ment of as little as $100.00 the time, manpower, and paper work involved are a
tremendous waste to both borrower and lender.

T,0AN 'TRANSACTION STATEMENT, Wirg StaTUs CIIANCGE

Received every two monthis from HEW. This report we evaluate as very
important. Not receiving proper atteution by schools, lenders and HEW. Changes
reported to the HEW headquarters repeatedly are not being corrected. Changes
.are not being reported promptly or at all, by lenders and schiools. These reports
are lengtlly, time consuniing, but we would be bappy to spend the time on up-
dating if we could see that the report was in turn receiving the proper atteution
and response it deserves. oy o

Exhibit “D’"—Request that this type print not be used in future, Impossible
‘to read aud difficult to use as daily reference for our counsellors. We realize more
lenders would be attracted if the fixed interest rate could be iucreased rather
‘than depending on fhe special allowance which is voted each quarter. Last
.ruarter special allowance was 214 perceut as opposed to 2% percent for several
previous quarters.

The officers present from Dade Federal Savings and Loan Association of
Miami are prepared to aid in any further investigation of the program.

Respectfully submitted,
CHARLES J. SUMMERS,
Scnior Vice President and Supervisor Aortgegc Loan Dcpartment.
JeAN W. BURRAGE,
Assistant Vice President and Supervisor Student Loan Program.
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EXHIBIT A
DEeceMBER 20, 1973.

DEAR S1r: I know you could never know what your student loan has meant to
my family. At the time you loaned ne the money to go to school every local bauk
had refused. Now I have g good job with excellent chances for advancement and
take great pleasure in paying back this money.

Merry Chiristinas,
. BayiLy ELriorTr.
EXHIBIT B )
RoBeERT FEINSTEIN,

: Gainesville, Fla., March 22, 1974.
ExECUTIVE OFFICES, CHAIRMAN oF THE BoARD,
Dapr FEDERAL SAVINGS AND LOAN ABSOCIATION OF MIaMI,
Miami, Fla.

Dear Sir: I am writing to thauk you persoually as Chairmman of the Board ot
Directors of your organization as well as my thanks to your hard-working Student
Loan Department.

I am beginning wy first year at the Holland Law Center liere at the University-
of Florida, the financing for which I can now calmly be assnred of due to your
organizations long-range foresightedness. benificence, and leadership in the area
of low-risk (Gov't, insured) but not-high immediate dividends loan program,
More clearly stated, I realize the importance of saviugs as a role in lending (i.e.
interest yield to the Bauk) and wislh to give you niy own account, be it however
small or large upon beginning my law practice in the Miami area. Many of my
personal friends whose credit and need ave similar to my own are also dropping
in to meet your personnel. I hope they are 509, as grateful as I an.

Your organization has doue something for one person to make his education
more attainable,

Sincerely yours, ’ .

EXHIBIT O

MIAMI-DADE JUNIOR COLLEGE,
OFFICE OF THE DEAN,
Miwmi, Fla., April 8, 1974.

Dear Sirs: Thank you very much for the fine cooperation and support you-
have given Miami-Dade Community College by making registrationand econrse-
information available in your location.

Open College, a division of Miami-Dade, is currengly helping to nieet educa-
tional needs for individuals who find it difficult to conie to campus. Open College
student wovk at home, using radio, TV and/or independent study, and ave
required to come to campus only for exams. Credits are entered on trauseripts in
the same way that all credits earued at Miami-Dade are entered.

Would it be possible to display the poster and bhrochurey enclosed in this
envelope? Each brochure contains n mail-in registration coupon.

We sincerely hope this information will be of use to individuals who visit
your loeation. ] )

Thank you for your coutinued support of Miami-Dade Community College,

Yours truly, :

ROBERT FEINSTEIN.

VIRGINTIA GENTLE.
Director, Open College,

Enclosure.

Mr. Lurmrax. T would just like to take a minute to hring Tras Powell,
an old friend of mine, down here. He's not. officially on the agenda. hut
Conch Powell has been in this part of sonth Florida for many yoars.
He has associated closely with the young people in this avea at the
community level and. at the high school levol.

T think he has always had a feel for the problems and needs of the
people, and T just wonder, Coach, if yon have any comments, You've
been listening to these hearings all morning. If vou know what the-
problems are, maybe you can give us a ljttle leadership.
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STATEMENT OF TRAS POWELL, DIVISION OF PHYSICAL EDUCA-
TION, MIAMI-DADE COMMUNITY COLLEGE, NORTH

Mr. Powarr. Thank you, Congressman Lehman.

I'm Tras Powell, and I do work for Miami-Dade Community Col-

. lege, North. I am also unfortunately in charge of the work-study for

“my division, division of physical education. So I'm aware of many
.of the problems that we’re being confronted with as all of these experts
have presented.

I think it a great pleasure to have the opportunity to testify before
this committee, and most of all because you, Congressman Lehman,
arve my very good friend. So it certainly is an honor.

There are some things that I have run into with the BEOG, particu-
larly as related to the filling out of the application in the sense that it
represents to many of our deprived, disadvantaged students a redtape
blockage they call it.

Of course my actual common knowledge therein is that the BEOG
concept lends us to something that we would rather not be bothered
with, at least I would rather not be bothered with personally, and I
would like to see the financial aid assistance be handled by the colleges
based on the fact that the application has to go and come, and as has
heen stated, we're talking about time.

VWhat happens to many of the studeuts in the process of the appli-
cations going and coming back to the college is that many of them get
discouraged and take jobs and consequently never get a chance to get
into the institution to begin any sort of education.

However, it also leaves me in a dilemma in many instances in terms
of pay. What can we offer John Jones? He could have a job maybe
because he has not heard. So here again we have blockage—there 1s a
blockage, rather. What does happen in many instances, we have an
athletic program here in our division, and there’s no need to try and
pretend that we don’t.

Through much-of these financial assistance you get an opportunity
to get some of our athletes started. Many of them are poor. Many of
them aren’t grabbed up by the big colleges, and inasmuch as they
want to go to school we can bring them aboard and they can get some
financial assistance, but here again we run into the same problem
of the financial administrator of this institution having to delay the
time that he can give some kind of certainty as to what the particular
student may qualify for based on this type of an application.

So the work-study, in terms of the job, we handle our work-study
very, very carefully because we have fonund that it ean be a dilemma
in that most kids will be absorbed in just the concept of recciving
money.

They work for us, and we make sure that this does happen, and
these are realities of life. I can refer more to minorities. I do work
with all groups now fortunately becanse when I was in the systcin
for some 17, 18 years I was basically dealing with a particulay ethnie
gronp, but now that I am involved in a versatility of groupage, we
run into the saime problems of the students.

I cevtainly wish that this committee would take nnder considera-
tion the changing of the format as is related to how are you going to
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grant number of dollars in terms of funds to the colleges, and I @hinlc
maybe and conceivably, possibly that we would be better off if we
had the opportunity to handle this internally. :

Now, Dr. Masiko and those other big boys talked about dollar
figures, percentages, and so forth and so on. I'm a low wig. T just
happen to work with Dr. Masiko, but those are some of the things,
Congressman Lehman, . )

I certainly again want to thank you for allowing me this oppor-
tunity to malke thesc few observations.

Mr. Lemyay. Thank you, Coach.

I just would like to ask you about your experience with the young
people whom vou’re dealing with in the work-study program. Iow
are these working out? Is this keeping these youngsters in the pro-
gram or. is the worl-study program restrictive? Are there enough
job oppottunities, and how do you compare the work-study assistance
to the basic opportunity assistance?

Mr. Powrrr. OK, the work-study program, as I see it, No. 1, is.
rather restrictive, and it's restrictive in the sense in that the super-
visor, the administrator of the work-study program, the administrator,.
finds it very difticult based on an estimated amount of money in pro-
rating the number of howrs students can work.

TFor instance, if he would be allowed to work more hours, it’s concelv-
ably posible that he wouldn't have to use & split shift, and by that,
I mean work-study, go to college, and then work in the evenings to
try to make ends meet.

I think that that’s the way it ought to be. I personally would mueh
rather see the finance stay in the work-study category as compared to
the BIZOG. That’s my personal opinion because as a result of dealing
with them I think that T voice that sentiment.

Mr. Lerman. Well, thank you very much.

Maybe counsel would like to ask you a couple of questions.

Mr. Franxknix. You mentioned, Mr. Powell, that vou would like to
see financial aid handled by the colleges. Were vou saying that you
would like to see the applications handled by the colleges or the money
go to colleges?

Mr. Powzrr. The applications liandled by the colleges is what I had
reference to.

Mr. FraxxuiN. You mentioned that in the case of athletes, these
programs enable vou to bring athletes here.

Mr. Powern. Students first, then athletes. You see, each depart-
ment—the athletic department for instance, T think the track coach
has six scholarships, and that’s to supply him with a cross-country
team and a track team. Well. you know as well as I that that’s menial
when you start talking about putting a track team together.

Well, if lie goes out and recruits a boy—attempts to recruit a boy,
get the boy to come to school, he's going to have to try to qualify him
for financial assistance, and if the financial assistance is drawn out,
the boy that he’s depending on to furnish as an TTE as well as an
athlete soon loses all of his zip and zeal, and he goes and gets a job.,
and so the college loses him as an I'TE potential, and the coach loses
him as a potential athlete.

That’s the kind of involvement we have as related to the athlete.
That’s the kind of analogy I was trying to draw there,
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Mr. Lee. What kind of time line are you talking about from the time
you first start talking to the student to the time when you can indicate
to him what kind of financial aid package you can qualify him for?

_Mr. Powzrr, April 1is usually the deadline for all flmanciul applica-
tions. They’re now hounding us. Many of the guys want to come to
school for mstance.

_One of the reasons why I came buck to the hearing as early as I

did—and I beat you men here—because, my God, they had a stack of .

inquiries on my desk asking what's my son going to be able to get? Ho
filled out the BEOG. '

Well, no one can tell him because Mr. Rappell, who is in charge, is
waiting for an answer to come back to him, and they're hounding me,
and he hasn’t notified me. So I can’t tell them.

So we're getting ready to close the school for the summer sessions—
for the spring session. So many of these kids will leave and not attend
summer school, not knowing if theyll be granted anything. There-
fore they don’t know whether they’ll be able to come back in the fall,
but if we could have something to give them, based on the quickness
and et cetera, then I'm sure that we could save more kids.

YouTsee, we must also generate a certain amount of FTE’s to be
able'to qualify for certain number of dollars from the educational sys-
tem in the State, and so we’re looking at it from two angles, not only
athletically, but we're also looking at it generating the FTEs in
terms of student participation. .

Mr. Lex. So you're generally not able to tell a student—-

Mr. PowzLn [interpositig]. No, no; we're not. Dr. Mira is hounding
me now, and she’s on my neck. I have to get this straight. Well, how
can I get it straight? I don’t have the answer, you know.

So T call the financial aid office, but still they’l say, well, we haven't
processed it yet to the extent that we’ve gotten a return answer. So
there we are.

If we were doing the processing, with owr guidelines and our stipu-

lations, then we could imnmediately process it, and then we would be
better able to give a tentative recommendation in terms of amounts.

Mr. Lre. So you can’t even give them a tentative indication at this
point?

Mr. Powzrr. No way, no way, no word, we’veheard nothing,

Mr. Teg. So when will that come; do you expect, July, August ?

Mr. Powstr. I was told we would have this in Angust, and every-
body will be gone in August, vacation and everything else. Many of
these students have to get out of school after the fall and winter
semester and work and support families themselves. So they don’t
attend spring and summer.

So they're floating around, and we have to communicate with them
through mail, but we're unable to in August. Where are they in Au-
gust ? Who knows ? Where are we in August, you know?

So it creates a problem for us. We certainly would—you know—
could appreciate it if it was a little earlier, at least while we're here,
hecanse we do go through the summer semester which ends August—
July 31,

Mr. Lemrax. Thank you, Coach. Come see up in Washington.

The next party we have on the agenda is the associate dean of
TFlorida International University, Dr. Don Brusha.
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Thank you, Mr. Brusha, for taking time out of your busy schedule,
and our best regards to the staff out there,

STATEMENT OF DON BRUSHA, ASSOCIATE DEAN, FLORIDA
INTERNATIONAL- UNIVERSITY

Mr. Brusma. Mr, Chairman, member's of the subcommittee, on be-
half of President Charles Perry, 1 wish to express his appreciation
for the solicitation of Florida International University’s position on
student financial assistance policy, and his regrets J[for not being able
to be here today. '

We are aware, as you are, that the student financial assistance pro-
grams of the Federal Government have been the single factor that
has removed education from being one of the perquisites of the
wealthy in this country, to a right that is open to all, irrespective of
financial background.

Until such time as every citizen in this country can afford higher
-education, cither for himself or for his children, we must continue to
expand the funding of financial aid programs so as to meet the needs
of onr growing and changing society.

In a time when the programs for the promotion of college and uni-
versity study are bearing fruit, we must not make the harvesting of
that fruit either impossible by cutting back on programs that have
heen proven snceessful or uneconomical by creating programs so costly
to the potential student that he will quash his motivation for post-
sccondary education. We must not lose'sight of the fact that the better
ccducated the populace,-the more respo-rive they are and the abler
thev are to democratically covern themn.sclves.

The trend of financial aid thought in Government circles during
the past 8 years has not been such that concern for mass. postsecondary
education appears to be foremost. I'm certain that many would satis-
fiedly point to the basic educational opportunity grant program as a
eoncept to refute the foregoing statements,

The claim has been uttered over and over again that BEQG, plus
the federally insuved student loan program, will form the bulwark of
the future against educational costs. Briefly, let us examine the reali-
tics as to test the effectivencss of that defense for the future.

As the BEOG program replaces the enrrent campus-based Federal
programs, what will occur? First, less aid will be available to addvess
student financial need. This statement is supported on the basis that
the qualification standards for the eurvent campus-based programs, in
most instances, are less stringent than the qualifications for the BEOG.

Wheve, then, will the monetary difference be made up? From the
federally insured student loan program. Thus, a student from an
cconomically lower middle class home who may, for example, veceive
"SO00 per year from BROG, assuming BEOG ‘were full-finded. will
have to borrow an additional $2,000 to $2.500 per vear from a bank
in the form of a federally insured student loan to meet a college or
university hudget from $3.500 to $4,000 per year.

Those budget figures, by the way, reflect the cost to exist and attend
a public 4-year institution, not the more expensive private ones.

Thus, at the end of 4 years, that student owes his bank between
"85.000 and £10,000. The student then finds that in order to make a
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salary from which he can afford to pay back his loans, he must take
out more and larger loans to obtam an advanced degree, and he
proceeds into a spiral which, but for the limitation on advanced degrees
available, could be endless.

The second situation that appears as the campus-based programs
disappear in favor of the entitlement program is the decrease m the
ability of the campus financial aid officer to speak to financial needs
of students which arise on an emergency basis.

If, for example, a student’s father is off work for 9 weeks, or, more
dramatically stated, over 2 months, no adjustment is allowed on
BEOG. There are only five allowable reasons for a reexamination of
the parent’s ability to contribute. »

The above is not one of them. The financial aid officer, without sig-
nificant campus-based programs, can offer no help. The odds favor that
the student caught in this position will withdraw from school, thus.
losing the productivity of funds already received by that student.

One further difficulty with the entitlement program, as it now
stands, is that not only is the amount awarded dependent on the
parent’s preceding year's salary, but the same is true for the inde-
pendent student who decides to enter or to return to school. Tf that
person has been working, probably the only aid available for their
first 2 years in college will be the federally Insured student loan.

Tinally, the BEOG program makes no provision for geographical
differences in cost of education. That sum of money to which a student
is entitled. is the same whether a student is attending a college or uni-
versity in Miami asin Wyoming.

This, of course, creates sufficient differential dollar productivity such
that students may not be allowed to experience higher eduncation in
more expensive areas. Therefore, we respectfully urge that the BEOG
program not be funded at the expense of the campus-based Federal
programs. :

While we acknowledge the past success of the supplemental educa-
tional opportunity erant and would hope the program would be con-
tinned. we would like to even more strongly advocate the continuna-
tion and strengthening of the college work-study program and national
direct student loan program. ,

The college work-study program has heen one of the most inspired
sticcesses in advancing the financing of higher education. The pro-
gram has afforded the studient the feeling of sharing in the payment of
his education while gathering experiences which add to the student’s
growth,

Added to this is the enriching experience many students have had
working in service-oriented jobs in the community through this pro-
gram. Also, the program develops a work habit under realistic con-
ditions which a student’s background may not have provided. The
work-stndv proeram must not be allowed to wither.

The Natinnal Direct Stndent Loan program also should not he
allowed to die before its original purpose has been achieved. A source
of low-interest loans mnst he maintained to help fund those students
whoso backgrounds militate against their taking large loans at near-
commercial rates to pav for their edueation.

This testimony is also to contend that with diligence and care the

I

rate of collection on National Direct Student Loans can be mucelfbetter:
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than those cxperienced by banks under the federally insured student
loan program. :

The primary reason for this is an ex-student may be appealed to
for repayment on an NDSL loan on the basis that the money he bor-
rowed made education possible for him and the time has come for
him to repay to make that possible for someone clso,

Unfortunately, banks cannot successfully use that line of persua-

~sion, and along with the high amount of the student’s federally in-

sured student loan balance, it is my feeling that they will always ex-
“perience collection difficulties.

The strongest fear is that this high collection failure rate will be
used as the rationale for cancellation of that program, leaving nothing
but BEOG, and its built-in deficiencies.

- It is herewith proposed that a per capita level of lending be estab-
lished and every college and university be funded to that level with
NDSIL funds until such time as the annual collections for the college
or university equal its level of lending.

The final point we wish to raise is one that no doubt few testimonies
presented to you are without. However, the point represents a suf-
ficiently significant problem that it must be repeated.

The recent new Federal financial aid programs have been funded
without any administrative contribution to financial aid oflicers which
are significantly affected by those programs.

‘The processing time is increased, the recerdkeeping requirements
rise and the need for student advising expands. This is all expected
to be accomplished within existing administrative budgets.

The result? None of the above programmatic necessitics is done
well.

This is not to suggest that the Federal Government should bear the
entire brunt of financial aid administrative costs. Jt is, however, a
strong reminder of the partnership developed with the institution
in these endeavors and a plea that the partners continue mutual con-
tribution.

Thank you for this opportunity to testify before this subconmittec.

Mr. Leinytay. Thank you, Dr. Brusha. Your sfatemonts about the
divect student loans have more incentive to be paid, have you got any
comparison figures on the ratio of delinquencies?

Mr: Bresira. No, sir, unfortunately I don’t have a comparison figuve.
The basis of this statement was, I was a director of financial aid at the
University of California, Los Angeles, for 3 years, and in that office
we collected oir own national divect student loans.

We appealed to students on this basis, We had a failure rate of Joss
than - percent on our loans. We had a rate of somewhere in excess of
50 percent of bankrupts reaffivming their obligation to the national
direet student loan,

Mayhe it was our approach as opposed to some of the others, hut we
dealt divectly with the student. We had our own skip tracers in the
office, and for a sizable program we had an extreme amount of luck with
‘that approach.

Mr. Lemyax. I can see where if a person refuses to repay $100 to a
bank, that this $100 didn't necessarily come out of the pocket of the
next student because it. competes with commereial loans and every other
thing, but if you refuse to pay $100 back to a direct student program,
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‘that’s going to be $100 less the institution itself would have to loan
:another student who also needed an education. '

It was interesting on the bottom of page 2, top of page 8, how a
:student goes further into debt in order to pay off what he already owes.
You would have to take larger and larger loans to obtain an advanced
-degree; and the only degree he could obtain would be a masters in busi-
ness administration in order to be able to handle his own financial
1)1'Q£)lem$. Of course it does get a little complex.

Your institution deals with the last 2 years of undergraduate worl,
and you have students who are no longer usually dependent on their -
Tamilies—the independent student.

What factors should be of concern in relation to your institution in
regards to the independent student factor?

Mr. Brusna. I think one of the things-about our student, unlike some
«of the students I have been acquainted with in past university ex--
periences, our student is not merely the 19- or 20-year-old who has
probably taken his first 2 years and continuing on.

The majority of our students are people who have been waiting who
may have taken their first 2 years at a connmunity college 4 or 5 years
ago and now decided that it's time for them to continue on in their
education. ,

They area remarkably conservative group. They are

Mr. Lieunmay. Economically conservative?

Mr. Brusia. Economically conservative at least.

Rather than wait on the outcome of Federal programings, my ex-
perience is that they have a tendency to rush carly to the banks to take
out federally insured student loans, even maybe more than they need,
subject to funding, but they are so afraid of a lack of funding for any
upcoming year, they feel they would be safer doing this, and they
o that. :

I think one of the things that I did not mention in my testimony,
+that students all over the country, and the universities in the place of
+hose students, would find highly, highly effective in financial aid is a
year's forward funding, so that we can

Mr. Lerrarax [interposing]. Forward funding of some kind is neces-
sary because the stop-go funding cycle is clearly causing problems.

Mr. Brustra. At this point in time—it is what ¢ June 14 Weasyetdo
not know what our funding is for next yeav on F ederal programs.

Mr. Lrmsay. So if we get forward funding from K. thvough 12,
then we'll start to take up forward funding in student assistance, but
that's been a problem in-all types of edacation. The ouly place we
don‘t have forward funding problems is in the Defense Departiment.
Maybe we ought to use some of their techniques.

I just wonder what portion of your students are gainfully employed
or working students and what portion

My. Brusma [interposing]. Unfortunately I doun’t have that per-
centage at hand, but I know the percentage is remarkably high.

Mr. Fraxkory. Have many of your students, under existing law,
reached a point on graduation that they have found themselves with
unmanageable loan obligations? :

Mr. Brustra. In terms of the federally insured student, loan, we're
not aware of that ou the firsthand knowledge. Were aware of it by
word of mouth, you know, people saying, you know, I can’t—they
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would come back and say, you know, I cannot make my educational—
the demands on me for my educational lending. So 1've got to come
come back to school and get a higher degree. We get a number of those
students. ,

Since we somewhat in fact lose contact and we're too young a uni-
versity to have yet established a firm alummi group, we're not getting
that feedback directly. }

Mr. FRANKLIN, ~Wﬁat was your experience at GCLA in that regard?

Mr. Brosua. At UCLA it would’ve been my experience it, was very
high in terms of the students who were having difficulty. We had a
great number of bankruptcies. I'm frankly surprised that students
have not used that out more.

Mr. Frankoin. Were the bankruptcies a majority of the people?

M. Brusma. No, no, not a majority. Mostly I think at the B\ level
as they leave school the realization of the debt is just not there, and it
doesn’t hit them until 9 months later if they haven’t entered a graduate
school, at which time the realization never hits them until the day that
first bill'gomes in and they realize that they owe $10,000 or more, .
$25,000. :

I understand that there’s some talk that the upper limit for the
federally insurcd student loan may go to $25.000, and you can rest
assured that if it does, there will be a numnber of students who will 1un
it up to $25,000.

Mr. Lemran. Do you have a graduate program now ?

Mr. Brusma. Very small one, yes, sir, we're growing. We have three
programs now, one in business, one in education, and one in the hotel
school. .

- Mr. Lesragay. John?

Mr. Liee. For my own salke can you tell me a little more about the size
of your school, a little backeround

Mr. Brusma. We're approximately 9.000 students, and we're an
upper division in graduate university. This is the completion of our
second yvear. We had our first full 2-year graduating class last vear.
We're divided into five schools and a. college, the college being arts and
sciences, and the schools being education: business: health and social
science ; hotel, food and travel service and technology.

Were the only—no, let me restate that. YWe're the first State univer-
sity to be located in Miami. T don’t. know if T'm stepping on FAT's toos
or not. FAU is in Boca Raton. We're the first State university down
here.

Mr. Leriaay. Florida Atlantic.

Mr. Brosma. Florida Atlantic.: .

Mr. Tien. These 9,000 students. you indicated they're older than in
most institutions 2

Mr. Brusma. Yes, our average age is about 27. Apparently a number
of people in—a number of students in south Florida—this partof =outh
Florida, Miami—have waited sinco the inception of the first talk of
Florida International TTniversity to come back tn school, and theyv
have come back with enormous enthusiasm and in surprising numbers.

Mr. Lernataw. Much larger than your projection?

Mr. Brousmia. Right.

Mr. Lermran. What had happened obviously is that many people
who had gone through the first 2 years in a junior college just couldn’t
afford the tuition at the University of Miami or were not able to travel
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back and forth to Boca Raton 50 miles away or to go to the University
of Florida or one of the State schools.

So they just delayed the completion of their education until we had
a State institution In this area, which is FIU, and FIU is going to, I
understand, include a branch. -

Mr. L. That's all, thank you. This has been helpful to me.

' (1)f 't{lgose 9,000 students, how many are receiving some form of finan-
cial aid ?

Mzr. Brusma. Approxinately 2,000.

Mr. Lee. Do you have a lot of part-time students?

Mr. BrusHa. Considering that—considering the number of students
that we have and their work habits, we surprisingly don’t have a lot
of part-time students. I would guess—I'm guessing—I'd hate to throw
out a guess, but it’s not a lot, a quarter of the student: population, part-
time studeits that is "

Mr. Les. Was I correct in inferring that most of your students are
under the federally insured loan program? o

Mr. Brusua. Yes, many, many federally insured student loans.

Mzr. Ler. Can you give me an indication of the size of your college
ivork-study program? -

Mr. Brusua. In dollars 2 About $300,000.

Mr. Lier. And do most of them work on-campus? ‘

Mr. Brusta. Most on-campus. We're still new enough that our off-

campus program now is being run through the local Urban Core

Agency, and we hope to expand that possibly either through the agency
or if the agency cannot do it, through our own contract because I feel
very strongly about a strong off-campus work-study program.

T think it's good for the students. I think it’s good for the com-
munity. So I would like to see ours expanded.

One of the reasons our financial aid officer, by the way, is not here to-
day is he is on campus for the first time day before yesterday. He’s
brandnew, so that’s why I'm here.

Mr. Ler. Flow much expansion do you see is possible realistically
in terms of college work-study?

Mr. Brusma. Realistically if we have timely notification of the
amount we can use, I think we could expand easily by a third.

Mr. L. Do you run a co-op education program? -

Mr. Brusra. It has just started. It is not underway yet. As a matter
of fact we are beginning to undergo within 2 weeks for that coopera-
tive—director of cooperative education.

Mr. Len. Is this going tobe with Federal funding?

Mr. Brustia. ¥ don’t know—that T den’t know.

My, Ler. But vow’re looking forward to expanding

Mvr. Brusia [interposing]. It’s not under Federal funding in terms
of a grant: no, I know that,

Mr. Lir. There's a small amount of money for development of co-
op education.

Mr. Brusma. I don’t believe—if that’s the grant I'm thing of, I
don’t believe we got that. We applied, and I don’t believe we were
funded. )

Mr.? Lze. But you're looking to expand your co-op education pro-
gram?

Mr. Brusma. Oh, yes, yes.

Q . 1
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Mr. L. As well as your college work-study

Mr. Brusna [interposing]. Our college work-study program, right..

Mr. Lee. And that doesn’t cause too much administrative difficulty.

Mr. Brusma [interposing]. Certainly if we go to a—it we expand;
off-campus under the contractual requivements of a work-study pro-
gram, if we do not work through an agency who does that for us, like-
Urban Code, who does all the contracting and does all the paper work,,
it creates quite an administrative hassle.

I know at UCLA we had four people doing nothing but college-
work-study program because we had a sizable office for the off-cam-
pus pregram that required contracting with individual agencles, some-
degree of recordkeeping on each student. So we had four people there.
and a program that was probably four or five tiwes the size of this-
one. )

M. Lee. OK.

Then to wrap this section up, for these outside agencies do you think.
it would be possible to change the Federal matching grant from 80
percent. to, let’s say, 50 percent? Do you think you could still induce
nonprofit agencies to cooperate ? : -

Mur. Brusuza. I would have to assume, yes. Our experience at UCLA—
and I cannot share any experience here because I just don’t know—
was that the off-campus agencies were very, very fond of having our-
students. B

Now, I didn’t get the note in their voice that they were only fond of’
having them because it only cost them 20 percent; but they seemed to
really feel that they were doing a fine job. Assuming they need those
jobs done, they were not just providing those jobs—and I did not feel
any sense of that either—that even at a saving of 30 pereent, you
knoyw, that they would be willing to do it.

The Urban Corps, for example, normally charges—at least it did
there in Los Angeles—10 percent override, and it had no difficulty in
finding people at 70, 80 in essence, and I believe many of the schools
in the California area last year were going to a 60, 40 spread. They felt
that they had that ability on their own.

Mr. Lee. There was an option ?

Mr. Brusna. Yes, and they were doing that themselves, and the ex-
perience was that they did not have that much difficulty.,

Mr. Lee. Thark you.

Mr. Leraran. Thank you very much. I would like to see the student
work-study program extended to the private sector as I said before:
because I think the student could get some experience there that would
be of value to him, too.

Thank you very much, Dr. Brusha, and I hope that you continue to.
have the kind of success that you are looking forward to at I'IU.

Mr. Brrena, Thank you very much.

Mr. Lemian. The next witness is Dr. Brown, from Florida Me-
morial College. I know you're familiar with the problems of the stu-
dents and the student assistance programs because you're dealing with
them every day, and I think you can just go ahead and begin.

o -
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STATEMENT OF DR. LESTER B. BROWN, FLORIDA MEMORIAL
COLLEGE

Dr. Browxs. Thank you, Congressman Lehman, your colleagues.

I think that Florida Memotial College is no different from other
institutions in the Nation as private iustitutions and the kind of help
that the Congress of the United States can give to students who will
attend the college is of inestimable value to the institutions,

Now, we are presently participating in the BROG, SEOG, NDSL
and GSL, guaranteed stuclent loans, Now, as of the moment there are
only two institutions that are participating in the guaranteed student
Joan program. Both of those are Federal savings and loan associations,
the names of which at the moment escape me.

We are having some problems with the BEOG and the SEOG
programs.in terms of once the forms are filled out and because of the
distances that these forms have to travel before they are processed
and before the institutions know the number of students and the
amount of aid that they’re going to be given, puts us in a strain in
terms of having to carry on affairs until such time as we are notitied
-and our students know the amount of aid they’re going to get, either
through the national defense student loan or the guaranteed student
loan or either through the basic educational opportunity grant or the
supplementary educational opportunity grant.

Mr, Lemaan. May [ interrupt you?

Dr. Browx. Yes.

Mr. Lemarax, What you're saying, I think, is sometimes only a
weel before the students know they are going to envoll at Florida.
Memorial, they may come out there, and then for the next 10 or 12
weeks they’re going to be enrolled, and you're going to have to kind
of carry them on the cuff

Dr. Brown [interposing]. That’s right.

My, Lemaran [continuing]. Until that time in 12 or 14 weeks later
when the decision is made and only then. .

It secms to me that these delays are unnecessarily long, and as I
said before to the others who were here earlier, if it seems as though
it’s unusually long, if your student will contact our oflice, if you hap-
pen to live in this congressional district, or whoever their Congress-
man is, I'm sure they could expedite the application and make it a
little easier for you under the circumstances.

Dr. Brown. Now, one of the other problems that we have had, and
b T'm not sure it’s peculiar to our institution, is in the matter of filling
out the parents’ confidential forms.

We find that our students oftentime do not necessarily know the
income of their pavents and the process that they have to go through
in getting the parents to sign it and to put down all these—

Mr. Lemany [interposing]. A notary public and all that?

Dr, Browx. Yes, that has posed a particular problem for us as we
see it. We've talked about this. We have instituted programs to assist
our students in this area in terms of what we do at the college and
the financial aid’s office, calling assemblies to instruct students i hiow
to fill out the forms and putting them in the mail and of contacting
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their parents to make sure that they are putting down the accurate
family income. . ,

" Now, we have a little problem of our students putting down more
than their parents actually carn, and this obviously )
Mr. Lemyan [interposing]. Especially when adjusted incone.

Dr. Browx. That’s right, and this affects the level of the BEOG
grant or the SEQG grant, as well as the NDSL and GSL loans they
get.

“ Mr. Lemyvaxy. How many of your students come from out of town?
You have a dormitory?

Dr. Brown. Yes; we can house 501 students.

Mr. LermaN. You have 501 enrollees? A

-Dr. Browx. Yes, that are from out of town— that live on campus,
let’s put it that way, because some of the students who live on campus
are, say, from Homestead or Perrine or Naranja or somewhere like
that that would be most inconvenient for them to travel to and from
the school every day. '

Mr. Leayan.. And how many commute?

Dr. Brown. Oh, we probably have close to 300 who commute.

Mr. Leayan. And most of them live on campus?

Dr. Brown. Yes; most of our students are residents.

Mr. Lemyan. So your students have an additional burden because
the FIU students and the Miami-Dade students don’t have to pay
for dormitory space.

Dr. Browwn. That’s right. and you see, when the students are on
campus, it means the school is carrying them for room and board
which is very high—you know—it gets to be quite a burden for the
institution to carry students over a very long period of time waiting
for one of these to come through or a combination to come through.

Mr. Leman. Mr. Webb, would you identify yourself?

STATEMENT OF ROSCOE WEBB, DEAN OF STUDENTS, FLORIDA
MEMORIAL COLLEGE

Mr. Wees. I’'m Roscoe Webb, dean of students at Florida Memorial
College.

One thought that we’ve encountered is that the 18-year-old law is
confusing when it comes to filling out the parent confidential state-
ment or the student confidential statement.

A student says to us that, OK, I’'m an adult, I'm a voting adult,
anda then T A1 out the student confidential statement, and then when
I list that T'm living with my parents, althongh I'm taking care of
mysclf, then that’s

Mr. Tmrrax [interposing]. Have heen probably for several years.

Mr. Wese. Yes; so what we need is some adjustment there if any
ean be inade or some interpretation of how it shonld be done hecause
that delays also, you see, because that form has to be filled out before
they can be granted any of these financial aids that we’re talking about
now.

Other than that, what Dr. Brown said is—just about covers our
basic problems. The time element is important.

Take for instance now. We have not received in writing the appro-
priations from many of the financial aid sources. We have received
word that there will be X number of dollars for us, but not in writing.
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So that in a sense holds us back as to what we’re going to allocate for
each student when it comes to his work-study and in balancing his total
package. So if it could be expedited a little faster, the time span of
when the student received it—iwhen we get the information would cer-
tainly help us quite a bit.

Mr. Leaman. To go back to your—excuse me, Doctor. -

Dr. Brown. Yes; let me identify myself properly. I'm Dean of the
Collége at Florida Memorial College, and I would like to make an ad-
ditional statement Congressman.

One of the things that’s a burden to our students, many of our stu-
dents are first-time college enrollees in their entire family. Ninety-
seven percent of all of the students we serve are on some type of
financial aid. :

One of the things that affects our students lately is any kind of
loan that has to be repaid. Now, the kind of aid that our students really
need has to do with that kind of aid that is not repayable or at least
when I say not repayable, we're not asking fov welfare, but we’re sim-
ply saying that in order to breal the poverty cycle that the burden that
is placed upon our students once they graduate from college to repay
larere sums of money for their college education is a real burden.

One of the things that we are hopeful of is that the amount of money
appropriated by the Congress of the United States for the basic edu-
cational opportunity grant and for the supplementary educational op-

- portunity grant would be tremendously increased, and it would cer-
tainly be—used wisely and be well worth the time and the effort and
the money the Congress would put into it in terms of the number of
students who would become taxpayers, rather than tax collectors in
tefrnﬁs of the welfare rolls and in terms of food stamps and this kind
of thing. - .

I think that it may be good for our Congressman and his colleagues
to know this because this is a very serious feeling among the constit-
uency that we serve.

When a student is the first one in his family to graduate from a
college, and obviously he gets out he begins to buy of the people kinds
of services like refrigerators and stoves and an automobile to go to
work in and this kind of thing, so they consider it an extra burden

when they have to go through the loan route, rather than through the .

BEOG orthe SEOG route. .

Mr. Lemsan. I can understand what you’re saying, and I know
that these young people have multiple financial and economic problems
that usually transcend the educational costs of many of the middle
class. But at the same time if we can afford them the opportunity of
attending college and they do graduate, they do have a profession.
If necessary, it’s better to owe the money than not to go through at all.

Dr. Browy. That’s right; I agree with that.

Mr. Lemaax. And I think we’ll have to find out which way we can
do it best. There must be various pathways we could offer these young
people.

To get back to Mr. Webb’s statement in regards to the independent
status of these young people who have been living away from their
facilies for several years and self-supporting for several years, then
they go to college, and all of a sudden they find they’re dependent on
their familics.

42-884—75——9
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To me, there is something unethical, immoral, or impractical in this
because we encourage our 18- and 20-year-olds to be mature; we en-
courage them to be independent; we encourage them to stand on their
own two feet. We tell them to be self-reliant, and we let them vote, and
we tell them they can join the military services and, if necessary, they’re
subject to the draft.

Then all of a sudden they go to college, and they apply for a loan,
and then they are asked, What’s Mom and Dad making ? Do Mom and
Dad still owe money on the house ?

. It destroys their independence and is destructive. To deal with them
in this manner is to make them technically financially dependent on
their parents’ income as to whether they qualify for student assistance.

I know if you remove this, the existing money would be spread out
more thinly, but I think the problem is not the way you keep score,
but the availability of the funds at this time.

The student from a family in whick tlie mother and father have been
careful and have paid off the mortgage on the house, then the student
perhaps isn’t qualified for a student loan. But if the mother and father
have been imprudent and*have just mortgaged their house, then for
some reason or other the student could qualify for a loan.

Dr. Browx. Mr. Lehiman, one of the things I would like to say per-
sonally is that, it is'my hope that the Congress of the United States,
the leadership like yourself, that somehow a way can be found to
provide the opportunity for youngsters such as the constituency that
we serve go to college, and at the same time not rip off middle-class
America.

I do not believe that we ought to provide legislation that provides
for one group, though it is in need, and there is another group that
is self-supporting, that is paying the majority of the taxes of this
country, and they’re not getting the relief.

So we are aware of the problem that you face and of the magnitude
of ths kind of solution that you must eventually reach, und we just
wanted you to know that we’re aware of this.

Mr. Leanan. I understand, and even though your students may not
come from middle-class America, they’re going to middle-class Amer-
ica, and time runs off pretty fast. :

Dr. Brown. That’s right, that’s right.

Mr. Wese. One last statement is that, although Florida provides an
educational grant for our students, somewhere along the lines the
counseling or the getting the information to those young people who
needlto know that this money is available is not getting to our young
people.

I don’t want to blame anybody, but I certainly want the information

to be available—known that it’s not getting to them.
'~ Mr. Leaman. The pipelines are tough. We mail out to the guidance
counselors at the high schools from our office alone hundreds and
hundreds of bulletins to pass out to the students, to use with their
students in order to find pathways for financial assistance, but some-
where along the lines it doesn’t get to them.

Mr. Weee. I've gone into high schools to do recruiting or to speak
to a group of young people and ask them about this, you know, what is
it that you know is available for you?

1340




127

Then I look on the counselor’s desk under five books, and I find a
stack of applications that haven’t been used. I've been & counselor, so
T’m not talking about counselors because I'm in counseling and guid-
ance, but I do think that if there is any way that this group can get
the information to the students, it will certainly help some goung

people that don’t come to college that would come. That may be the
difference i their coming, that $800 or that $1,500 or $1,200, whatever
the amount may be. .

Mr. Leaman, Mr. Franklin ¢

Mr. FrankLniy. About what is the ratio of grant aid to loan aid now
in the case of a typical student ? -

M. Wess. One-half, I would say, and that’s not good. When a stu-

dent has to borrow half of his—the money it takes for him to finance

~ his education, he’s in debt up to here when he leaves and unable to pay

it right away because all these kids may not get a iob the first year.

You know, you may get a job, but not the kind of a job in keeping
with what you graduated with—the degree you. graduated with. 1
think most of you know that, and it ought not to be just that percent-
age. Maybe it ought to be one-fourth payback, and the rest of 1t ought
to be a grant, work-study, or something of this sort.

Dr. Browy. Because in the final analysis once the student gets a
job, he can rapidly move into middle-class America, but if he has an
extra thing in terms of repayment, it mitigates against the rapidity
with which he becomes a middle-class American.

T’'m conyvinced that if we could have more taxpayers, the better off
we’re going to be.

Mr. Lerman. What you're saying, the best way to pay this money
back is through income taxes. ’ ‘

Dr. Brown. That’s right, that’s right.

Mr. Leanaw. John? :

Mr. Lze. Do you find that a lot of your students aren’t able to get the
federally insured loans who might want to take them out because
lending Institutions don’t cooperate ?

.. Dr. Browx. That’s a part of the problem. We don’t have an over-

whelming majority of the lending institutions participating in the
program, at least for the constituency that we serve.

Mr. Lise. And you have NDSL loans?

Dr. Brown. Yes:

Mr. Lee. Which you can file?

Dr. Brown, Yes.

Mr. Wess. But you know that’s not going to be soon. NDSL is going
to be replaced, going out altogether. o

Myr. Lee. In terms of the ‘people knowinﬁiabout loans, I know that
the Office of Education has made an effort this year to try to make that
g‘ogram more generally known and advertised in many different

inds of ways. .

Has it seemed to improve for the students—-

Mr. Wese. We're still having problems with it.

Mr. Lee. Could you specify ¢

Mr. Wzss. They’re not getting the information as to the availability
of the funds, and it is my thinking that on certain of those grants the
information ought to begin at high school—lower than high school,
you know. Those students, when they get to the tenth grade, they
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ought to be knowledgeable what there is for them to go to school, what
ai(fthey can get, what kind of assistance they can get, and they aren’t
that knowledgeable,

It isn’t because they don’t read; it isn’t because they don’t look at
television. It’s because somewhere along the line we leave it to the
colu{\selor or somebody at that school to tell them, and they aren’t being
told.

Mr. Lee. So the larger grants are available even though there is a
better lead-in time this year because student funding and so on is just
starting last year? ‘ '

Mr. Ween. T notice that on television they had some information
about the various grants and so on. This is going to help some. ‘

* Mr. Lee. But you haven’t scen it veflected in any degree you would
Tike to? .

Mr. Wess. No, no.

Dr. Broww. No.

Mr. Lee. Again I'm not from this arca, and I’m at a disadvantage
because I'm not too familiar with your college. Do you have a college
work-study program?-

My Wese. Yes.
- Dr. BrRowx. Yos. :

Mr. Lee. And I take it thisis helpful to the institution ¢

Dr. Brown. Very helpuual to the institution. As a matter of fact we
need the appropriation raised tremendously—we definitely need-—you
see, at Florida Memorial College we firmly believe.that a student ought
to work for his education, not a handout, but the college work-study
program at our institution ought to be raised by three or four hundred
thousand dollars a year above its present level.

Mr. Lee. Whichis?

Dr. Browx, Which is about $349,000.

Mr. Ler. So you think double the amount——

Dr. Browx [interposing]. Double.

Mr. Lee [continuing]. Of the college work-study would. provide
the kind of experience for your students that you would like?

Dr. Browx. Yes; that’s true.

Mr. Lee. And does that include co-op education?

Dr. Browx~. Well, a cooperative educational program of ours uiider
title ITI this year—for next vear was not funded. We had a small
grant of $35,000 for the year that we operated on now that expires
June 30. '

So that we are in the proeess of preparing a proposal under the new
title for next year in the amount of at least $75.000 for a cooperative
edneational program.

Mr. Line. T sce.

Mr. Wese. T would hope that some consideration would be aiven
to upgrade that program in the amount of money we get. You see,
what happensis ’

b)[r.?Lma [interposing]. This is cooperative education you're talking
ahout?

Mr. Weee. The cooperative education program—they gave us about
$10,000, $12,000 to begin a program with a conple of years ago. You
can't do that. You can’t start a program with $10,000. That's a sala ry
almost, you know,in a sense. =~ .

Dr. Browx. You can’t hire 2 good, competent person.
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~ Mr. Wess. For some reason they expected us to do tremendous work
with that, and we just could not do it. We did the best we could. you
know, with the staff that we had that was a part of another program,
but you just can’t take a program and begin it. Now, I can imagine
after a program has started and is well on the road we could do with
less than $100,000 or something like, but with $10,000—12—I think
it was about 15 ; wasn’t it?

Dr. Brownw. It wasn’t much move than $15,000.

Mr. Wese. We received abont $15,000 to begin a program as im-
portant as co-op education in Dade County.

Dr. Brown. And, you see, one of the things as a part of our cur-
riculum we believe that every degree granting department ought to
have students as a part of their experience work in the real world.

For instance business administration, no student graduates from the
division of business administration unless he works in a bank or he
works in some business doing something. The same thing:

Mr. Lranman [interposing]. Do you give academic credit for that?

Dr. Brown. Yes; we give academic credit for it. '

Mr. Lesnay. Can they take that academic credit and transfer to
another college ?

Dr. Brown, It depends upon the institution and their outlook on
things and so forth.

There are some things that we’re trying to do that I think would be
of interest in terms of—in other words when a student graduates with
a degree in accounting. as the vesult of having worked with Alexander
Grant. Accounting Firm or Touche Ross or somebody, he ought to
be willing and ready then to sit for the C.P.A. exam immediately
after he gets out, and then also if he gets a job with Touche Ross, they
don’t have to spend so much money training him beeause he knows the
accounting procedures that are used at that company and so on. So
this is the kind of thing that we’re trying to do.

My, Lipmnra~. Tt makes the transition easier.

Dr. Brown. Yes.

Mr. Lemanman. I thank you gentlemen for coming np and giving
us another slant on the way that you’re trying to work the problems ont
at Florida Memorial. Tell Dr. Puryear that—send him my best
regards.

Dr. Brown. Thank you, Mr. Lehman.

Mr. Ween. Thank you, Mr. Lehman., :

Mr. Lemyan. Now, that concludes the regular witnesses on the
agenda, but I do have a gentleman here who has requested to make an
appearance.

Mr. John Miskoff, if you would like to come up, and we will enter
your testimony into the record.

STATEMENT OF JOHN MISKOFF, MIAMI, FLA.

Mr. Misrorr. Thank you, Mr. Chairman, for giving me this time.

T’'m a naturalized citizen, who has been blessed by God and this
country to be of such means to have established an educational founda-
tion that is operating right now in nine different institutions in this
country and abroad.

My purpose in coming:
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Mr. Leayan [interposing]. Could you identify yourself as to your
name, your address the name of your company for the record ¢

Mr. Misgorr. I'm John Miskoff, individual, naturalized citizen,
nothing more. I live in 665 Northeast 58th Street, Miami, Fla., and 1
have been there of course for the last 40 some years.

My purpose in this trying to give you an idea what I am doing,
which II) think is as good as any human being to do something for this
country for the human race which is exactly what my purpose in es-
tablishing those educational funds.

My funds are available to any person who is mentally and physical-
ly fit, who is of such character that by receiving this help he is willing
to pay it back to the institution which is educating him so that some-
body else can use it.

In other words after I give it to the institution, I'm through with
it, but I have like anything else rules and means to govern the funds.

When I saw this in the paper, as soon as I saw it I called up and
came over here. I figured this was one chance that also it sounds like
a small way, a joking way you might say, a competition with the
Government.

It is a program that can literally flourish and grow u everyd%y be-
cause my funds will be going to those institutions indefinitely. Every
year those funds will go in, and if you stop to figure that those people
that receive those funds will give them back to the institutions, with
about 25, 50 or 100 it’s easy to grow up to a tremendous affair.

That’s exactly what my will provides, that those funds will go onto
geople that are worth of it. My intention up here is possibility that the

overnment might be interested as insuring those funds on me like
they do with others with the banks and other people, I mean you know,
to the institutions, not to me, so as to create more or less a psychologi-
cal incentive on nothing else for those people to try to pay it back.

Anymore than that, as far as your orgaunization is concerned, as
far as the Government is concerned, it really doesn’t matter except
the fact that by this being known it may wake up some others to do
this in the same position that I am that may do something like that.

I don’ have to tell you if enough of them do this, I mean you
know, it can go up to a tremendous affair.

Mr. Leryax. This is an interesting concept. I wonder about some
of the ramifications such as whether you could loan my son money
to go to college and get it government insured, rather than my son
going to the institutions to borrow money for the same amount.

Mr. Miskorr. Not me, the institutions.

Mr. Lemnan. You give the money to the institutions?

Mr. Miskorr. Once I give it to the institutions, it’s not my money.

Mr. Lerrman. Well, the institutions get a certain amount of Gov-
ernment guarantees now on their direct loans; don’t they?

Mr. Miskorr. Not on mine.

Mr. Lemnan. That’s right, they have to come from the Federal
Government first.

Mr. Miskorr. You’re right. That is only the purpose I'm up here.

Mr. Leaman. I see.

Mr. Miskorr. And as I say, just two purposes only two things that
brought me t» this meeting. That is one of them.

134




31 -~ -

The second thing is if this is advertised and known, there must be
another peoples as crazy as I am, you know, to establish something .
similar to this and not like i&. )

Mr. Lemaan. Well, I'll request counsel on both sides to meet with
you after this meeting, to get some more details on it, and when they
20 back to the Capitol to look into this matter see what the feasibility
of this could be: , )

Mr. Misgorr. I'll be happy to céoperate in any way I can.

Mr. Leaman. And I can see that it’s a whole new area if it can
be administered and if it is legal and it certainly could be productive.

Thank you for taking the time to come here and planting a new
germ of an idea. ' e

Mr, Misgorr. Thank you for giving me the time.

Mr. Leraman. At this point I just want to once again thank every-
body for coming. I think these hearings have been productive, and
we’re going to take this information back to Washington and hope-
fully incorporate it in the legislative action that this committee will
soon complete in regards to student assistance in higher education.

Thank you very much. ‘

[ Whereupon, at 2 :45 p.m., the subcommittee adjourned. ]




STUDENT FINANCIAL ASSISTANCE
(Miscellaneous)

MONDAY, JUNE 24, 1974

House oF REPRESENTATIVES,
SpeCIAL SUBCOMMITTEE ON EpUcaTION
or THE CoMMrrTEE ON EDucaTioN Axp LiaBoR,
Washington, D.C.

The subcommittee met at 10 :10 a.m., pursuant to recess in room 2261,
Rayburn House Office Building, Washington, D.C., Hon. James G.
O’Hara (presiding). . ’

Present: Representative O’Hara, Brademas, Gaydos, Lehman,
Benitez, and Dellenback. - '

Staff present: Jim. Harrison, staff director; Robert C. Andringa,
minority staff director; John Lee, minority staff ; Elnora Teets, clerk.

Mr. O'Hara. The Special Subcommittee on Education will come to
order. . < -

This week the subcommittee plans to hear from distinguished
spokesmen from four of the groups who have been looking at post-
secondary education over the last several years and have issued recom-
mendations which, whether we agree with thiem or not, form part of
the context within which the subcommittee will have to deal with stu-
dent financia] assistance, and indeed, with most of the other issues we
will have to deal with in the next year or so.

Today we will hear from four gentlemen who are involved in the
studies that led to the issuance in October of 1973, by the Committee
on Economic Development of a report entitled “The Management
and Financing of Colleges.”

Present with us today for the Committee for Economic Develop-
ment are its president, %’Ir. Alfred C. Neal, Mr. William Eberle, the
Special Assistant for Trade Negotiations for the President of the
United States, Dr.-Sterling McMurrin, former U.S. Commissioner of
Education and now dean of the Graduate School of the University of
Utah, and Dr. David Mundel of the J. F. K. School of Government at
Harvard University.

_ Gentlemen, we would be very pleased to hear from you and are look-
ing forward to a stimulating discussion this morning.
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STATEMENTS OF ALFRED (. NEAL, PRESIDENT, COMMITTEE FOR
ECONOMIC DEVELOPMENT; STERLING McMURRIN, DEAN,
GRADUATE SCHOOL, UNIVERSITY OF UTAH; DAVID MUNDEL,
J.FK. SCHOOL OF GOVERNMENT, HARVARD UNIVERSITY; AND
WILLIAM EBERLE, THE SPECIAL ASSISTANT FOR TRADE NEGO-
TIATIONS, EXECUTIVE OFFICE OF THE PRESIDENT

Mr. Eperre. Mr. Chairman, I am Mr. Eberle. If it is agreeable with
you I would like to simply file this statement with you and to para-
Phrase it with some of the more important parts and then the four of
us would be prepared to answer any questions. ‘

Mr. O’Hara. Without objection, the statement will be entered in
full in the record as will your original report, and you may proceed
In whatever manner you please. - . -

[The statement referred to follows:]

STATEMENT BY WitLiaM D. EBERLE, CHAIRMAN, SUBCOMMITTEE oN MANAGEMENT
AND FINANCING oF COLLEGES COMMITTEE For ECONOMIC DEVELOPMENT

poh

ME. Chairman, I am William D. Eberle and I am appearing here as chair-
man of the -CED subcommittee which directed the studies and produced the
policy statement on The Management and Financing of Colleges. My colleagues
and I appreciate this opportunity to discuss the part of that statement which
is concerned with issues of student financial assistance. Qur discussion will be
wiltihin & framework which is designed to provide adequate financing for the
colleges.

If it is acceptable to you, I will deliver an abbreviated version of the
written statement which you have before you. The four of us will then under-
take {o respond to any comments or questions that you may have. My colleagues
are, from my right to left, Alfred C. Neal, President of the CED and at one
time a college professor; Sterling M. McMurrin, project director of our study,
Dean of the Graduate School of the University of Utah, and former Com-
missioner of Education; and Professor David S. Mundel, of the John F. Kennedy
School of Government, Harvard University. This team represents, as did our
subcommittee, experienced professional educators as well as business and college
executives. The names of those responsible for our study are listed in the
appendix to my testimony.

dL.et me say first that CED took on this project for what we consider good
and valid reasons. Most of the CED trustees are in fact trustees of one or more
colleges, and have a very sincere and dedicated interest in college education
of the United States, in both private and public institutions.

As business people, the trustees know that the single largest ingredient
that contributes to productivity in the business sector .is education. Also we
have a high regard for the contribution that higher education makes to society
as a whole. For these and other reasons our purpose is to preserve and
strengthen the colleges. I say “colleges” because our focus was on undergraduate
education. . :

I might add that CED has done five previous statements on education, so this
is no new field for us. .

In the last few years, it has become increasingly apparent that the nation’s
higher education system—including institutions, governments, parents, and
students—has had and still must face serious financial problems. The first public
evidences of these problems were the reports of college budget deficits and
expenditures of capital funds to cover operating costs. Subsequent developments
indicate that the character of the financial crisis facing American higher educa-
tion is both larger and more complex than the simple difference between college
revenues and expenditures. During the course of our research and deliberations,
we identified several dimensions of financial trouble that led us to recommend
changes in the financing of undergraduate higher education. Among the more
important dimensions were the following: .
college costs have grown more rapidly than inflation and will probably con-
tinue to do so in the future unless very significant improvements in productivity
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can be made. Our working assumption was that increased support for the colleges
_would be limited to (a) offsetting inflation in the economy, and (b) covering
only increases in costs resulting from higher enrollment.
public colleges find it increasingly difficult to secure needed increases in funds
from state governments that face growing demands from other sectors.
private colleges find that tuition increases produce diminishing financial yields
unless substantial changes in their student body characteristics are accepted.
government support has not been as well directed as it might be toward high
priority socially-desired goals.

- Given these dimensions, we sought to develop the outlines of a financing system
that would overcome or, at least, ameliorate the impacts of this eontinuing finan-
cial crisis. We sought to identify the social and private objectives that higher
education has been seeking to achieve; the social and private objectives that can
be more fully achieved by alternating the patterns of support; and the system
of financing that government support should seek to establish in order to further
agreed upon purposes. :

Six general purposes are served by higher education. Bach of them relates to
individual, institutional, and societal objectives and consequently each therefore
serves as a4 basis for both private and public support. Public support policies
should be carefully designed to maximize the achievement of each of these pro-
grams. The six purposes that underlie the OED’s recommended policy are:

1. Generating and stimulating knowledge and learning—The primary func-
tions of an undergraduate education are teaching and learning. The generation
of knowledge and the discipline of the intellect should be the principal orienta-
tion of college and university undergraduate programs. .

2. Providing education for the achievement of specific social objectives.—Not
only does education itself produce publicly-desired outcomes but it creates im-
portant manpower capacities to achieve other public objectives.

3. Oreating an educated citizenry—The strength of democracy in the nation
depends to an important degree on an educated citizenry. The development and
implementation of public policy and the discriminating intelligence essential to
civic leadership generally demand more advanced, collegiate education.

4. Supplying trained men and women.—An important aspect of undergraduate
education is the training of young men and women in order to increase their
career performance in business, industry, education and government. :

5. Advancing economic growth and productivity.—Economic growth and pro-
ductivity are important determinants of the quality of life available to the na-
tion’s citizens. Without the increasing resources that result from educationally-
induced growth and productivity advances, social and private wants will not be
adequately fulfilled. . .

6. Increasing equality of opportunity.—Education beyond high school is an
important factor in determining an individual’s chances of achieving economic
and social success. Equality of postsecondary educational opportunity, therefore,
is essential if individuals are to have a fair chance of moving into the mainstream
of Americn life regardless of their family circumstances.

Bach of the six basic purposes can be achieved by a wide variety of public and
private financing mechanisms. No one mechanism appears best suited for support-
ing the achievement of all of these goals and consequently we recomumend a mixed
system of funding for both institutions and students.

Three criteria proved useful in arriving at our recommended financing policies: ’
appropriateness, effectiveness, and efficiency. A funding mechanism or system is
appropriate if it directs resources toward agreed-upon goals. It is effective if it
moves us toward those goals. It is efficient if, with the resources available, it
uses the way that moves us farthest toward our goals. Because of the complexity
of the higher education system, applying these criteria is often more difficult than
defining them. . '

These criteria indicated that the direct funding of institutions is the correct
method for furthering the achievement of many of our goals, especially the
first two. Bducation is, and should be, the principal purpose of undergraduate
institutions. The most appropriate mearns of stimulating more education—both
in terms of quality and quantity—is direct government support of colleges and
universities. The effective and efficient means of delivering this support from
state and local governments appear to be direct grants or appropriations to pub-
lic institutions based on undergraduate enrollments and programs and direct con-
tracts with private institutions where the capacity of public institutions is inade-
quate and private capacity is underutilized.
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Although many reactions to the CED report have focused on its recommenda-

tion that tuition cover fifty percent of jnstruction cost in publie institutions, the
remaining fifty percent of instruetional costs in,public institutions would be pro-
vided largely by state and local government support of institutions, In fact, a
majority of state and local faunds would be supplied as direct institutional as-
-sistance within the CED-recommended financing scheme. The National Comnis-
sion on the Finaucing of Postsecondary Education estimated that g financing
proposal similar to that recommended by CED would result in 81 perceut of
state and local support being in institutional form by F'Y 1980.*

Both federal and state governments should support the expansion of programs
designed to produce educated manpower necessary to meet specific social goals
and solve particular social problems. These programs usually need to be devel-
oped prior to enrolling students and consequently government support of these
programs should be directed to the institutions that provide them. The effective-
uess and efficiency criteria point toward a recommendation for categorical grants
for specific manpower development programs in higher education institutions.
Minimizing the cost of producing additional manpower should be one criterion
for awarding these grants; consequently, both public and private institutions
should be eligible for such categorical assistance. Thus, the CED recommended :

- - . & system of federal and state categorical grants to both public and private
institutions  to fund special educational programs -designed to meet particular
social objectives where those programs cannot be financed from regular budgets
or private grants. )

The third, fourth, and fifth purposes of higher education are ones in whicli an
individual’s quest for education parallels society’s interest in more education
for higher citizenship, more skilled manpower, and greater economic growth.
Given this mutuality of interest, the criteria of appropriateness point toward
- government support through direct assistance to students. Student assistance is

also more appropriate for achieving these purposes because it is more likely to
encourage colleges and universities to be responsive to the education goals and
needs of individual students. Thus, student assistance is likely to complement,
rather than compete with, the basic desires that motivate individuals toward edu-
cation and resuit in higher achievement of these socially-desired outcomes.

The effectiveness and efficiency criteria for these three goals argue for forms of
government financial assistance to students that are targeted toward students
and families whose choices will be most infiuenced by support offered. Evidence
presented by the National Commission ? shows that the impact of financial sup-
port on student decisions is greatest for those with low family incomes and
diminishes at higher family income levels. Although they are not based on be-
havioral studies, the financial aid advisory services of both the American College
Testing Program (ACT) and the College Scholarship Service (CSS) estimate
that student and family capacities to pay for higher education increase with in-
creases in family income.

Table 1 (below) shows that the current system of supporting gtudents does
not demand dramatically different proportional support from families at differ-
ent income levels. Effectiveness and cficiency call for a government assistance
Dolicy which provides additional resources for higher education rather than one
that simply replaces private resources that students and families would have pro-
vided in the absence of government support. i

1 Financing Postsecondary Bdiucation in the United States, NCT'PE, p. 265.

2 Financing Postsecondary Bducation {n the United States, Chapter 8. Carlson, et al..
“A Framework for Analyzing National Policies for Financing Postsacondary Edueation,”
May 1974 (draft).

ERIC

Aruitoxt provided by Eic:




E

137

TABLE 1.—SOURCES OF DIRECT SUPPORT PER COLLEGE STUDENT ! (1871 72/1972-73)

Reported family income

Less than $6,000 $6,000 to §12,000 ) Above $12,000
Public Public ) Public
4-year ) 4-year A-year

Public  and uni- Public and uni- . Public and uni-

2-year  versity  Private 2-year versity Private 2-year versity Private

Parents_.___. $197 $267 $494 $252 $474 3731 3446 $943 $1,716
Summer and

term em-

ployment.__ 954 801 1,138 1,158 1,055 1,107 1,165 1,039 1, 056
Grants and

scholar- .

ships. ..__. 104 301 890 65 200 812 42 71 460
[T (T S— 96 286 - 434 72 259 . 491 58 183 323

Total?__.._ 1,351 1,655 2,956 1,547 1,988 3,141 L71 2,236 3,555

1 Derived from “‘Student Resource Surveys’ conducted by the Collage Entrance Examination Board.
2 Totals do not include allocation of indirect government support; e.g., through income tax deductions for depende nts
nor support through government benafit programs to families; e.g., sotial security.

The average awards resulting from current graut and scholarship programs
shown in Table 1 are both small and relatively-weakly targeted. Approximately
95 percent of these grants result from government sources of support.”

In order to be effective student grant programs need to be carefully designed
aud easily understood by prospective studeuts and their families. The federal gov-
ernment’s existing predominance in student assistance should make its programs
the basis on top of which state student assistance programs are built. Becaiise of
the generally small and undeveloped character of state student assistance pro-
grams,* we recommend that increases in tuition in public institutions be phased in
over a Deriod of five to ten years. This time period@ will allow the recomended
state student assistaiice programs to be fully funded aud operational, before the
full impact of the recommended tuition increases is felt. '

In order for student assistance to have a maximum effect on studeuts from low
income families aud to have a minimuin influence on decisions of unassisted stu-
dents, students and families from 'all income levels must have access to loan funds.
Table 1 shows that average support frou loans is currently small and relatively
constant across income groups. If middle- and upper-income students and families
are to finance a greater share of their college costs, as we believe appropriate, the
loan market must ensure that these families as well as low- and moderate-income
families have access to capital. Consequently, the CED recommendexl :

.. . an expanded federally operated student-loan system to provide studeunts
and their fawmilies access to supplemental funds.

The sixth purpose of higher education is equalization of opportunity. In <pite
of increasing discussion and agreement on this goal, and the frequent justification
of current government financing policy on the basis of furthering it, the enroll-
ment rates of low- and moderate-income students have remained far below those
of students from higher income families and the disparities have not been reduced.
This pattern, presented in Table 2 (below), shows that college enrollment rates of
1824 year olds is more than three times higher for those from families with in-
comes of $15,000 or more than for those from families with $5,000 or less.

2 “Financing Postsecondary Education in the United States,”” NCFPE. page 9.

iThe National Commission on the Financing of Postsecondary Education estimated
that only $348.2 million of state resources was allocated to student assistance in 1972-73.
“Flnuncing Postsecondary Education in the United States,”” NCFPE, page 96.
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TABLE 2.—PERCENT OF PRIMARY FAMILIES [N SPECIFIED INCOME GROUPS WITH DEPENDENTS ENROLLED FULL
TIME IN COLLEGE1

[18- to 24-year-old dependents only]

Percent with full-time
enrollees

Family income 2 1967 1972
BlOW e e e 17.0 17.6
35,000 to $15,000_ __ ... e e e e —— 31.7 35.6
Above $15,000_._...__. - - eemn - - 58.0 56.1

1 Derived from U.S. Bureau of the Census, P-20, No. 260, p. 5.
1 Income in constant 1972 dollars. i

There are many reasons for this pattern of enrollment rates. First, the prin-
cipal mechanism that society has used for increasing the enrollment of low- and
moderate-income students—Ii.e., low cost public institutions—is extensively used
by higher income students. Table 3 (below shows that 449 and 55.8 percent of
the freshmen at public four-year colleges and universities, respectively, are from
families with incomes above $15,000, Thus, the principal existing mechanism of
assisting lower income students provides significant quantities of resources to
higher income students. :

TABLE 3.~INCOME DISTRIBUTION OF FRESHMEN IN PUBLIC INSTITUTIONS ! (FALL 1973)

{ln percent)
2-year 4-year .

‘ Family income colleges colleges Unlversities
Less than $6,000....__ + 15.4 10.2 5.2
$6,000 to $8,000_ -~ ZCTTTTITIIITI TR 8.2 6.2 42
$8,000 to $10,000___ - 10.6 8.4 6.6

10,000 to $15,000 72711 TIIIIITITIT I 32.9 30.2 28.1
15,000 to $25,000. . c—— 24.0 3L1 33.3
More than $25,000_..._. e ——— . 8.0 13.8 22,5

1 Derived from Astin, et. al., ““The American Frashman: National Norms for Fall 1973,”" American Council on Education
Unlversity of California, Los Angeles, 1973.

Equality of educational opportunity can conceivably be achieved in several
ways. College costs for students who could not otherwise enroll can be reduced
through (1) general grants to institutions, whether based on enrollment or on
some other criterion; (2) grants to institutions based specifically on enrollment
of low- and moderate-income students; or (3) direct grants to these students.
Which funding mode will most efficiently support the goal of equalizing
opportunity ?

General grants to institutions, the most common form of aid, can result in
any of the following: an increase in institutional quality without an increase in
tuition, a general reduction in tuition for all students, or an institutionally admin-
istered selective reduction in tuition for low- and moderate-income students, Only
1f the latter result occurred would the advantage of public support be distributed
in terms of need. For this reason we prefer the method of direct aid to low- and
moderate-income students. It ensures that public resources will in fact lower
the personal cost of college attendance for the grant recipients. A program of
grants to low- and moderate-income students can effectively concentrate public
resources on the goal of equality of educational opportunity and at the same
time provide additional support for the colleges. Because tuition typically does
not cover the full cost of education, we believe that direct student grants should
be accompanied by institutional grants to cover a part of the additional cost
incurred by the enroliment of students receiving grants.

The way that present government support (plus endowment support) is applied
to various income groups is shown in Table 3a. Subsidy per student is virtually
the same—between $1,000 and $1,100—for family income groups of less than
$5,000 up to $25,000, and even for students from families with more than $25,000
income the subsidy is only slightly less—$806. Clearly, vast amounts ($2.3 billion
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to students from families with incomes over $15,000) are being provided to stu-
dents who would attend college without subsidy, and those needing the most
help get no more than those who need little or none.

TABLE 3A.—DISTRIBUTION OF HIGHER EDUCATION SUBSIDIES

COMPARISON OF CURRENT SYSTEM OF LOW TUITIONS IN PU BLIC INSTITUTIONS WITH CED RECOMMENDED GRANT-
TUITION POLICY (1973-74)

Subsidies ! resultingbt;om Subsidies resulting from
low tuitions In pu lic targeted grants and ¥4
Numb:ir of institutions cost tultion

under- -
N . graduates Total!  Average per Total Average per
Family income (thousands) (millions) stgudent (millions) stgudgnt
73 . $837 $1, 083 1,308 $1,693
751 802 1,068 1,174 1,563
881 964 1,083 1,167 1,325

1,973 2,045 1,036 1,306

1,598 1,625 1,017 1,051 - 658
762 675 806 439 576

Total 6,738 6,900 1,030 6, 900 1,030

1 Subsidias total was derived froti the average Instruction cost minus tuition for students in public institutions multi-
p.lilled% 3)'/“ t.h".i number of students in public Institutions. They tharefore include both goverament support and support from

The same total amount of subsidy, if distributed according to our recommenda-
tion of targeted grants to students on the basis of need, coupled with an in-
crease in tuition to one-half of instruction costs, would greatly increase aid to
students from low income families and reduce aid to those from higher income

families. Table 6 in the Appendix shows how college costs for students from

various family income classes would -be affected.

On the basis of this analysis, the importance of these education-related and
equality of opportunity goals, and a desire to encourage institutions to be more
responsive to student edwicational objectives by making financing more related
to student decision, we recommend :

. . . that federal funding to undergraduate education be primarily through .

grants and loans to individual students in accordance with their ability to pay:

... that the funding pattern of state governments place more emphasis on
grants and loans to students according to the same criterion, but that the states
have a wide range of choice between direct student support and support of
institutions.

The shift to increased federal and state funding through direct student aid
instead of funding by grants to institutions would alter the support patterns and
tuition requirements of individual institutions. If their tuitions remain un-
changed, most colleges may not recapture the amount of institutional support
they may lose as a result of the shift of funding. Thus, as resources arc shifted
from institutional to student assistance, colleges will have to increase their tui-
tions to maintain or increase revenues. )

It student assistance is appropriately targeted toward low- and moderate-
income students, the necessary tuition increases will be significantly smaller than
the average grant awards because unaided higher income students will also be
paying higher charges. Thus, tuition increases coupled with targeted student
grant awards will result in increases in institutional revenues. We estimate (in
Appendix Table 5) that the total college support could be increased by $2.5
billion per year in this way. ) .

A second reason for increasing tuition and fee charges is to redistribute the
eventual burden of higher education support from federal and state taxgayers
toward higher income students and families who have greater capacities to
provide support. If tuition does not become a greater source of revenue and if
the current constraints on government support continue to exist, the real reve-
nues of colleges will decline ‘and their capacities to produce privately- and
socially-desired education will diminish. Only if governmc_ent sqpport becomes
more directed toward social goals and the reliance on relatively ineffective sub-
gidization policies—e.g., unjustifiably low tuitions—eclines, can higher educa-
tion fulfill the purposes for which it is supported and, consequently, increase
the likelihood of greater public and private support in the future.

Q 1{12

Aruitoxt provided by Eic:




E

140

Consequently, we recommend :

.. - anincrease in tuitions and fees as needed until they approximate 50 percent
of instructional costs within the next five years. For two-year community and
technical colleges, the increase should be phased over ten years. Most of the
tuition increase may be expected to occur in the public sector.

In summary, the CED recommendations are designed to:

increase revenues to higher education by targeting public support and by in-
creasing support fromn those students and families who have greater abilities
to pay.

increase the capacity of students and families to pay for higher education Ly
ensuring access to higher education loan funds. 8

increase the achievement of important public objectives—e.g., equality of oppor-
tunity—by targeting public resources appropriately, effectively, and efficiently
toward their achievement. ’

- If inplemented as a package, the recommended changes in financing would ac-
complish these aims.
' APPENDIX

Perhaps the best way to understand the impact of the CED recommended pack-
age of institutional grants, student assistance, and tuition increases is to ex-
amine what changes they would cause if implemented, in full, during a particular

- academic year, Table 4 shows the tuition levels in public institutions which would

O
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. result in 1973~74 from increasing tuition to 50 percent of instruction cost. Given

that the remaining 50 percent would be provided by gifts and endowment), Table
4 also shows the average amount of institutional support per student that public
institutions would receive. Tuition and institutional support will have a strong
relationship to instructional cost if the CED recommendation is followed.

4.—EFFECTS OF RASIINGTABLE PUBLIC INSTITUTIONS' TUITION AND FEES TO 50 PERCENT OF INSTRUCTIONAL
COSTS,! 1973-74 . ’

2.year  4.year?  Univer-

colleges  colleges sities
Estimated instructional cost per underfraduate student_ . $1,418 $1,727 $2, 344
Tuition and fees equal to 50 percent of cost 709 864 1,172
Average actual tuition and fee charges_ ... __..______..___________ 7770 - 251 411 565
Increase in tuition and fees required to bring level to 50 percent of cost 458 453 607

1Sources: Carnegie Commission, *'A Suppi tal Statement to the Report of the Carnegie Commission on Higher
Education on ‘Who Pays? Who Benefits? Who Should Pay?'** Mar. 1974. Carneg)ie Commission, A Classification of
Institutions of Higher Education,” 1973. Suchar, et al., “'Student Expenses at Postsecondary Institutions,’” college
entrance examination board, 1974, « N .

1 includes comprehenslve universities, comprehensive colleges, liberal arts 2! ’

Table 5 shows that $2.48 billion in additional tuition and fee revenues would
result from these increased charges. If these resources allowed an equal quantity
of additional federal and state resources to be allocated to student grant funds,
these funds could be distributed in several alternative patterns. Three poten-
tial grant patterns are shown in Figure 1.°

Pattern A is a grant program highly targeted tovvard low and moderste-iiicoine
students. Pattern B’ results in lower awards for lower-income students and
extends eligibility for grants to students whose families have $15,000 incomes.
Pattern C extends eligibility to students from %17,600 income families. Each of
the alternative grant programs would cost approximately $2.48 billion.

$ The patterns in Figure 1 are hased on the assumption that no enrollment changag are
induced by the tuition incresse and student grant policy. Clearly this assumption s
:vrong. Netvettheless, the patterns provide & rough estimate of alternative grant vs,
ncome systems,
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TABLE 5.—INCREASES IN REVENUE RESULTING FROM RAISING PUBLIC INSTITUTION TUITION ANO FEES T0
50 PERCENT OF INSTRUCTIONAL COST, 1973-741

Resulting

Undergraduate Tuition  gross revenue

enrollment increass increase

(thousands)  per student (millions)

2-yr colleges -; ___________________________________ 1,763 $458 $807
4-yr colleges. 1,705 453 772
Usiversities 1,483 607 900
Total increase in revenue (rounded) oo eee 2,480

t Derived from Carlson,. et al,, *’A Framework for Analyzing National Policies for Financing Postsecondary Education,
May 1974 (draft), and Bureau of the Census, P-20, Number 260,

4 Figure 1

PATTERNS OF GRANT AWARDS
UNDER ALTERNATIVE GRANT PROGRAMS

(each costing $2.48 billion)

(1973-74)

TABLE 6.—IMPACT OF RECOMMENOEO GRANT PROGRAM ANO TUITION INCREASES ON PAYMENTS BY STUOENTS

(1973-74)1
|

Net change in payments to—
. Private
o Public 2-ysar  Public 4-year Public undergraduate
Family income cofleges colleges  universities institutions
$5,000 - e ccacanan -—$§537 ~$642 —$388 —$995
$7,500_ ___aeens —288 —293 —139 --746
$16,0000- 22200000 —40 ~45 +159 —498
12,500 o enommann —+209 +204 +-358 —243

$15,000 and above__.__...... +-458 +453 +-607

Assuming option B grant program. ; |
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Mr. Eperie. Mr. Chairman, let me start by saying that the CED
is made up of trustees who are heads of larger companies as well as
small companies and we took on this project for what we considered
to be good and valid reasons.

Many of, our trustees are trustees of both public and private col-
leges. We Imow that education contributes to productivity more than
almost any other factor. We felt that our expertise is in the manage-
ment and financing of colleges. We felt that we should take a hard look
to see if we could be of help.

I might add the CED has done five previous statements on education.
This is not a new field for us. Although I will be directing my com-

ments today to the financial side, in the report we made pu%lic a2 year

ago, half of it emphasizes the need for improved management.

If we can have improved management in our institutions it will
help control the rising costs.

" In the policy statement our objective was to recognize that we
wanted to have quality education in this country, and to see how we
might help improve both the financing and management of colleges.

It didn’t take us long to identify some of the problems. It became
very clear that there were serious financial problems. Not only were
the public schools and universities beginning to have more and more
difficulty in obtaining funds from the legislatures, but the legislatures
were, in fact, questioning the overlapping of the various systems
under their programs.

On the private side we found substantial college budget deficits,
and on both sides we found capital expenditures being used, capital
money being used to offset operating income.

All of this pointed up a very serious problem because when we made
this report it was before we had double digit inflation and the costs

. were 11sing at double the rate of inflation then, and you could fore-

~see the tremendous change that was going to take place.

It became clear that with college costs growing at twice the rate
1c;f inflation the chances of really making great improvements may

e small.

‘We made several assumptions; one is that the increased financial
support for colleges will be limited to offsetting inflation in the econ-
omy and covering increases in costs resulting from higher enrollment.

It became pretty clear. In 1967, the part of the GNP going to
higher education was 1 percent. In 1972, it was 2.7 percent, a very
substantial increase. If you simply keep up with inflation and the in-
creased students, not in percentages but actual numbers, it is going to
talwe quite a bit of more money just to do that.

We also noted that the increased difficulty in obtaining funds, both
public and private for colleges. We tried to identify the objectives
of a financing system which would improve the situation.

We came up with six general purposes of higher education. The

- first was generating and stimulating quality knowledge and learning.
The second was providing education for achievement of specific so-
cial objectives,

The third was creating an educated citizenry. Fourth is supplying
traingd men and women for whatever their avocation or profession
may be.

Five, advancing economic growth and productivity, and sixth, in-
creasing the equality of opportunity.
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Here I might add the equality of postsecondary educational op-
portunity is essential if individuals are to have a fair chance of mov-
Ing into the mainstream of American life regardless of their family
circumstances. :

“We took these six basic objeatives and then we said, “How do you
propose & financial system that will fund it and give better funding
and, at the same time, carry out these objectives in an appropriate,
effective and efficient way?” : ‘

It was very clear that the criteria indicated that direct grants to
institutions was probably the correct method for the achievement of
many ‘goals, particularly the first two I mentioned.

On the other hand, the effective and efficient means of delivering
support from State and local ggwernments on a direet grant or appro-
priation to public institutions based on undergraduate enrollment and
programs and direct contract with private institutions may be better
where you can give the grants to the individuals.

The *CED report has been criticized primarily because of the rec-
ommendation that tuition cover 50 percent of instructional cost. And
let me point out here that we made no judgment as to the difference be-
tween how much the students and parents should pay iand how much
the society should pay. .

But let me remind you that 50 percent of instructional cost is about
35 percent of total cost of education, so that even if one-third rwere
being paid by students and parents through tuition, together with some
individual subsidy, there remains two-thirds of the cost of college ed-
ucation which isbeing paid for by society in general.

As we began to WorlliJ on a plan we discovered that both the Federal
and State supports have been primarily in form of institutional

ants. We are proposing here that we move grants from the Federal
grrover'nment from the present institutional grants to individual grants.

Such a change would allow more equality in the system because it
gives more flexibility to those with lower incomes to enter the s stem.

And second, it brings about, as it did with the GI Bill of ights
after World War II, more choice for students. They can select their
colleges and there would be more market opportunity for the schools.

"We make no distinction between public, private or the vocational or
profit schools because in developing a program of total education you
need all of these schools to give the ﬁiversity you need.

In doing this, we have proposed a number of different recommenda-
tions we think will be helpful. First of all, the money that is now
going to support education to students, according to the National Com-
mission evidrmce, shows that the impact of financial support on stu-
dent decisions is greatest for those with low family incomes and di-
minishes at higher family income levels. ‘

And although they are not based on behavioral studies, the financial
2id advisory services of both the American college testing program and
the College Scholarship Service estimate that student and family ca-
pacities to pay for higher education increases as the family income
increases. : ’

Table 1 in the full testimony shows that the current system of sup-
porting students does not demand dramatically different proportional
support from families at different income levels. Almost regardless of
family income range the support remains approximately the same.
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The average awards vesulting from current grant and scholarship
programs shown in this table are both small and relatively weakly
targeted. Incidentally, 95 percent of those grants result from Govern-
ment sources of support.

In order to make an effective student grant program work the pro-
grams must be carefully designed and easily understood by prospec-
tive students and their families. We think that because of the generally
small and undeveloped character of State student assistance programs,
we recommend that the so-called increase in tnition in public institu-
tions be phased in over a period of 5 to 10 years.

In saying this we also recommend that as the higher tuition is
brought in that it be done at the same time as student loan funds be-
come available. They must go hand in glove.

I might point out that what we are suggesting here, at the end of the
full phase-in of increased tuition, again, at 1972 levels, we are talking
about an increase of about $500 per year per student,

Over 4 years of college we are talking about a $2,000 increase. Of
course, there is a great deal of comment that this is going to hurt the
middle-income people. We recognize that what was middle income
2 years ago may not be middle income today.

Bnt let me suggest to you that what we are tallking about here is
roughly $2,000 plus or minus, depending upon the school the student
selects. Based npon an economic study of what a college education can
do for an average individual student as compared with a student who
goes through high school, the study shows that it increases their annual
earnings from between $1,500 and $3.000 per year throughout their
entire lifetime. ]

What we are talking about here in increased tuition is something a
little over 1 year’s increased carnings that would be charged and have
to be paid back. In order to have the maximum effect here we feel that

when the grants are given to students they must reach students whose
families have lower incomes who are the most unassisted today.

As a result of this, we have made a number of recommendations;
first, an expanded federally operated stndent loan system to provide
students and their families with sources of supplemental funds,

We think, in this way, that with increased tunition vou not only get
more funds into the system but you provide a method for families to
pay for tuition.

To make the point T simply call your attention to table @ which
shows that students in the 18-to-24-year-old bracket in families with
incomes of $15.000 or more are three times more likely to be in college
than those students from families with $5,000 income or less.

This is why we think we need this targeting on a more direct basis.
I think it is interesting to note that in onr table #, showing where the
students came from you will note that for present students well over
half of them are from familics of $15,000 of income or more.

What is happening today is that students who have higher family
resources are still taking advantage of the lower tuitions in the public
schools so you geta donble kind of subsidy here. :

Equality of edncational opportunity can conceivably be achieved
in several whys. College costs for stndents who could not otherwise
enroll can be reduced through general grants to institutions, whether
based on enrollment or on some other criterion or by grants to institu-
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tions based specifically on enrollment of low- and moderate-income
students, or through direct grants to these students. Which funding
mode will most efliciently support the goal of equalizing opportunity ?

The question of which funding mode would be most efficient was
considered in our study. We concluded that general grants to institu-
tions, which are the most common form of aid; could result in three
«different things.

It could result in an increase in institutional quality without an
increase in tuition, a general reduction in tuition for all students, or
an institutionally adininistered selective reduction in tuition for low-
and moderate-income students.

Because this could be used in so many different ways we really
concluded the most effieient, and effective way was to move a substan-
tial part of the Federal grants from the institutions to the individual.

If you look at table 3a and note that the subsidy per student is
Jpretty much the same—between $1,000 and $1,100—for family income
groups of less than $5.,000 up to $25.000, and even for students from
éamGilies with more than $25,000 the subsidy only drops to about

806. : .

Clearly, vast amounts of money would be needed if we are going to
provide all of this money to all of these students. We noted that a
subsidy of $2.3 billion for students from fainilies with incomes over
$15,000 is a very high figure and if you are going to simply add to
that, that is why we came back and said the best approach we
thought—and we are not locked in at the $12,000 or $15,000 level be-
cause when we made the study $15,000 looked like & real breaking point.
Today it may have to be somewhat higher.

The fact remains that there is reason, under our system, where there
is limited money and tremendous demands upon all Federal and
State funds, to find a way to bring more money into the system, and
that is why we recommended that individual grants be made and that
tuition be 1ncreased. :

T might point out that there is some shift in resources here. The
shift in resources we have recommended allows a lot of flexibility. You
had about 70 percent institutional grants and 30 percent individual
grants. We feel that there is always a place for the institutional grants
and that it should be around the minimum of 30 to 10 percent. and
then, depending on the situation, the balance eould be used for the
individual grants, .

What this amounts to is that as resources are shifted from institu-
tional to student assistance directly colleges will have to increase their
tuitions to maintain or increase their revenues.

In other words, if colleges are to attract the tuition from these in-
dividunal grants they will have to raise it, and as they raise tuition
to offset. the drop in institutional grants they will get more money be-
cause there will be more money coming into the system.

You would have the same Federal funds coming through individual
grants but you would attract inore funds from the private and the loan
sectors which eould be nsed to fund the higher tuition.

Wo estimated, as in our table 5, that the total college support could

he increased by $2.5 billion per year throngh this system, and we think
this can be done in a way that will give equal opportunity and not
jeopardize the opportunity of students to go to college becaunse of the
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increased cost because you simply raise the opportunity to borrow
funds for those people who need 1t. v

And you are taking the opportunity for those families with higher
incomes to help contribute to the system, still recognizing that well
over two-thirds of the total cost of education will still be paid for by
society even under our program.

So, in summary, the CED recommendations ave designed to increase
revenues to higher education by targeting public support and by in-
creasing  support from those students and families who have the
greater ability to pay;

Second, to increase the capacity of students and famili.s to pay for
higher education by insuring access to higher education loan funds;
and, three, to increase the achievement of important public objectives;
equality of opportunity by targeting these public resources effectively -
and efficiently toward their achievement.

These three goals go hand in glove. We don’t increase the tuition un-
til the loan funds have come up so there is no basic hardship in this

-kind of program. I think that covers the subject generally. I think there
are a couple of short comments from each of my team.

Mr. Neal, I think you wanted to make a short comment.

Mr. Nean. Mr. Chairman, when we completed this policy statement,
in fact, before it was published, we felt we ought to market test it so we
set up meetings in five different regions of the country; Boston, At-
lanta, Denver, Chicago and San Francisco.

To these meetings we invited members of the boards of trustees of
colleges, the exccutives of colleges, niembers of the faculty and stu-
dents. These meetings ran between 100 and 150 people. Each meeting

.took a day and a half. Virtually one whole day was filled with the dis-
cussion, by workshops of about 20 each, of the proposed policy state-
ment, or, as time went on, it became the issued policy statement.

I thought you might be interested in what this very careful con-
sideration in these various groups resulted in in terms of the dis-
cussion groups’ support or lack of support of the financial recom-
mendations, particularly as it relates to this committee’s work.

It is precisely the package that Mr. Eberle has just described. This
looks like a fairly close election so far as these groups were concerned.
On a block-vote basis we had nationwide 13 of the groups in favor
of the financial recommendations. We had 9 groups opposed, but we
had 14 groups undecided.

Mr. McMurriy. Mr. Chalrman, I was very pleased to comment on
two or three things which Mr. Eberle has already referred to. T am par-
ticularly interested in calling attention to what the CED report does
not recommend because there are certain emphases that are made so
strongly in it that onc can easily get a wrong impression.

Mr. Eberle has already made this point but I would like to re-empha-
size it, that the report does not recommend an increase in tuition in ad-
vance of the increase in the ability of prospective students to pay that
tuition. :

The thrust of the report has to do with getting money into the hands
of students in order that the students would be able to pay for their
education. Tt is not a veport that is geared primarily to the increase in
twition.

It is geared to equality of students and making it possible for uni-
versities and colleges to pay their expenses and to maintain and
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achieve high quality. But the increase in tuition is intended by the CED
recommendation to follow and not precede the establishment of the
ability of the students to pay the bill. ‘

I would like also to re-emphasize a point that Mr. Eberle has men-
tioned on the matter of cutoft points for Federal grants and loans to
students. The CED is very flexible on that point and, as a matter of
fact, it is about 2 years now since the committee talked in terms of a
$12,000 cutoft point in loans.

. My own feeling is that if the committee were now discussing this
issue the figure would be considerably higher and, at no time was
it intended that this be taken as a kind of inflexible cutoff point.

Another matter is the question of institutional grants. I personally
am strongly in favor of the preservation of institutional grants for
colleges and universities, and there is no intention in the report,
though it has sometimes been interpreted in this way, to get rid of
institutional grants.

The emphasis of the report is that Federal money for colleges and
students, quite apart from money for such purposes as research, that
Federal money be placed primarily, not exclusively, but primarily in
the hands of the students, and then the States might very well move
more of their money into student hands rather than to 'foﬁow institu-
tional grants as a format.

But there is no suggestion here that States do away vwith institu-
tional grants. Quite the contrary, it is assumed that institutional
grants be continued and the extent to which States-may increase grants
to students would be a matter of the discretionary policies of the States,
a matter of the habits of the States in the financing of institutions.

The report, for instance, recognizes that in some parts of the coun-
try there is more of an inclination in one direction than in ancther. It
takes all of that into consideration, so that it would be in error to sup-
pose that the CED report is an attempt to get rid of institutional
grants. :

Another thing that is worth noting, it seems to me, is that the CED
policy statement has to do entirely with undergraduate education and
In discussing the costs of instruction, the costs of instruction referred
to here are the costs of undergraduate instruction and do not include in
any sense the costs of graduate instruction, which are much greater.

And these discussions do not include the other educational costs,
including such matters as moneys for research. One or two other items,
Mr. Chairman; I am personally not an economist and a large number
-of economists have worked on this as you well kmow and have been in-
volved in interpretation of this report, comparisons of it with other
recommendations.

It is my impression that the differences in many cases here are due to
differences on assumptions with regard to the economy, as to what the
present state of the economy is in terms of the ability of the Nation to
finance higher education and what the fnture, both the immediate
future and the long-term future, islikely to be.

T would say that the Committee for Economic Development has
taken a comparatively conservative view of the situation from both the
standpoint of expansion of institutions in terms of enrollment and
finance higher education and what the future, both the immediate
ate future in relation to its ability to finance higher education.
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There is « general assumption here that if higher education is to
have the kind of money that it needs to achieve higher quality and
maintain the quality that it now has, it is not going to get it unless it
gets it by the route that is here recommended.

T am well aware that some highly competent economists would make
a totally different assumption, but I think that the differences that you
are likely to find between the various recommendations that are being
made are due not totally, of course, but certainly in part to the differ-
ences 1n these assumptions.

I might simply mention also that the report that you have before.
you in Mr. Eberle’s testimony has some upgraded statistics that
will not be found in the policy statement. Mr. Mundel may care to
comment on it.-So it woull)d be rather important that you recognize
the new statistics since it is several months since the original policy

statement was produced.

Thank you, Mr. Chairman.

Mr. O’Hara. Thank you.

Mr. Mundel.

Mr. Muwper. I think, first of all, to correct a small wording, the
statistics are updated. I am not sure they are upgraded.

Mr. McMurrin. I meant to say updated. I am sorry.

Mr. Muxper. I think three points should be mentioned to comnple-
ment the comments of my colleagues.

First, the tuition, and especially the financial aid recommendations
that the CED has made have not been simply targeted toward low-
income students. Throughout the analysis of the initial report and
the subsequent analysis which is in the appendix of the testimony
we carefully targeted money toward low- and moderate-income stu-
dents, increasing the eligibility of grant funds up to what we judge
or what we think about as something in the middle class.

Second, with vegard to institutional support, even if all the rec-
ommended tuition increases were allocated into tnition supplements
or student financial aid, if all the additional $2.5 billion had been
allocated that way, some estimates by the National Comnmission on
a report on a model of our proposal deseribe that fully 81 percent
of the State and local support for higher education wonld continue
to be allocated in the form of the institutional support.

Approximately 3 percent of State and local revenues are now
allocated toward student assistance. U'nder our recommendation that
would increase to 19 percent, a substantial increase. Dut institutional
assistance wonld still remain the predominent characteristic of State
and Jocal support to institutious and to higher education as a whole.

Third, in terms of adequacy of financial support for the sector as
a_whole. let me quote frum a report by the American Association of
Uhniversity Professors, looking at the state of the economy in the sector
asa whole:

The interesting implication of the Carnegie and ('ED approaches—
That is, tuition increase and targeted student assistance—

is that each dollar of tax revenne channeled throngh stndent aid will generate a
greater total flow of funds than the tax dollars distributed direetly to institutions.
A slower growth of subsidies that go directly to institutions requires higher
tuitions. hence. a greater contribuntion by the families of students who do not
receive grants, .
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In the view of somne of us who have looked at the variety of reports,
this increase in revenues is not the result of depression or a hold
steady mentality trying to cut support for the sector, .

I think that Is an important consideration in deciding on the im-
plications of this sort of report versus other kinds of financial schemes.

Myr. O’'Hara. Thank you very much. .

In your report, table 5 shows §2.48 billion in additional tuition rev-
enues would result from these increased charges if these resources
were allowed in an equal quantity of additional Federal and State re-
sources to be allocated to student grant funds, and these funds could
be distributed in several alternative patterns. Three of them are shown
in figure 1. :

Pattern A is a grant program highly targeted toward low- and
moderate-income students. Pattern B results in lower awards for low-
income students and extends eligibility to students from $15,000 in-
come families, and pattern C extends eligibility to students from
$17,500 income families. Each of these cost $2.49 billion.

Assuming how many students, and so forth?

Mr. MunpeL. Those curves are based on the assumption, admittedly
inadequate, that the envollment of students in these various income
classes in fiscal year 1973-74 would remain the same.

If these programs had their desired effect and the enrollment in-
crease among the students who would face net price decreases there

. would be more students. The grant programs or the total amount of
the grants you could give to any student would decrease proportion-
ately by the tuition and fee revenues of the institutions, given the
increase in enrollment. would also increase.

Mr. O’Hara. But these three alternative grant programs which show
grants ranging from about $850 up to $1.300 for the lowest income
stundent, are all based on the .hypothesis that not a single additional
student would be attracted into higher education,

Mr. Munper, Those particular curves are based on that hypothesis.
That is not hypothesis we would believe holds true. We just didn’t
have the capacity to do the enrollment projects accurately enough.

Mr. O'Hara. And if you did attract more than these figures it would
all ecome down. the amount per student?

Mr. Muxpen. If the size of the grant program, $2.5 billion remains
constant and you follow that sort of curve then the grants in each of
the income group would increase as there are more kids over whom
that money 1s being distributed. ’

Mr. O'Hara. Table 6 shows, assuming the same set of assumptions
and using option B, which wonld apparently envision possible eligi-
bility up to $15,000 family income. It would still result, according
to table 6. 1f T make it out correctly, in an increase in cost to families
between $12.500 and $15.000.

Mr. Moxpen. If the only grant and aid programs that existed
for the State and local grant programs financed by these increases
i)n tuition and resulting increases in institutional support, that would

etrue. . :

But, given the current.changes in Federal authorvization and alloca-
tion policy there are grants in all programs which would effect those
students and not cause these tuition mcreases to be as high as they
appear.
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Mr. O'Hara. That is introducing another element into the thing.
You would say, yes, under our proposal, just looking at it alone. But
- if someone were to come along and try to make up for the deficiencies
in our proposal then it wouldn’t be true.

Mr. Munper. That is not really the case. In fact, our proposal is
~ both to increase the allocation of state and local money in to direct
student assistance and to help Federal resources go predominantly
through student assistance.

They do already. Table 6 only includes the effect of the State and
local resources. We recommend that it doesn’t include the traditional
Federal sources. .

Mr. O’Hara. If we assume no change in the Federal program and
most of the Federal money already goes out to direct assistance, very
little other than that, even the pattern of one of your more generous
proposals would be to increase tuition starting at around $10,000.

It is hard to figure that out. It is somewhere between $10,000 and
$12,500, the increased total cost, even though you might be eligible
for a grant. In the end it will cost you more, except at private under-
graduate institutions, where it would cost you less, of course, in all
Income categories.

But in the last one there there would be no difference.

Mr. Muxper. I think that is true as long as the targeting of stu-
dent grants, which we showed in table 1, remains essentially flat across
the income of students. Remember that the grant and scholarship
money in table 1 is 95 percent Government and given the distribu-
tion between Federal and State allocations to student assistance,
grant and scholarship money in that program is really primarily
Federal.

If that money remains allocated, as it has been, I think the in-
ference is true that people in this income group would experience
increases in their net prices, but we have also said that that money
should be more targeted toward the same sort of people toward whom
State and local resources would be targeted.

And if the Federal change occurs simultaneously with the State and
local changes, it is our prediction that people in this income group
would not face net price increases as a result of our package of Fed-
eral-targeted, State and local targeted and increases in pubTic institu-
tion prices. )

Mr. O’'Hara. I think your recommendation is really one directed
almost entirely at State governments, as I understand it. In effect,
you say, reduce institutional support and shift the funds into student
assistance. ‘

Right now, Uncle Sam isn’t really engaged in the business of institu-
tional support. I guess the peaple ycu ave really talking to are the State
governments and local governments, who are the ones that support the
public university system, State college systcm, the community college
system and so forth.

What institutional support would you suggest Uncle Sam drop in
order to move into more student assistance ? v

Mr. Eperee. I don't know that we are recommending that. I think
there is a major side to the Federal change and that is to broaden the
student loan programs so that as the States make their shift to grants
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and the tuition gradually goes up that money is available-and pulls
into the system these additional dollars.

That change, plus the change that Professor Mundel is talking about,
and that is the targeting of the student grants themselves on the Fed-
eral side, would move and bring more of this money in and, at the same
time, give equality, so it takes the Federal system to start to move to
bring about the change at the State level.

Mr. O'Hara. Of course, we have already. We enacted, subsequent to
your report, between the time you issued your report and the time you
appeared here, the Congress did adopt legislation that liberalized the
loan programs making it possible for students from families having
adjusted family incomes of less than $15,000, which worked out for a
family of four to an adjusted gross of $20,000, to make a guaranteed
loan with interest subsidized without determination of need.

Mr. Near. Mr. Chairman, could I pay a compliment to most of the -

-members of your committee. When you say our program is addressed
primarily to State and local, it is because of the wisdom of the Congress
In passing the educational opportunity grant program, which fol- .
lows exactly the lines we are recommending here. :

1 would like it to be noted we think very highly of the decisions you
people have made.

Mr. O’Hara. We are looking at those decisions now to see if we are
doing the most effective job possible, which, of course, is the reason you
are here. But, I would like to say one of the reasons it was possible for
the Federal Government to make the kind of decision that was made to
concentrate assistance to higher education and student assistance was
because most of the States had provided a foundation of low-cost pub-
lic higher education upon which such assistance could be built.

Now, in effect, you gentlemen are recommending we move the foun-
dation which may make the edifice rather shaky. Some of our findings
have been that the extent to which students are able to take advantage
of student assistance programs is very greatly influenced by the avail-

" ability, at no cost or low cost, of public higher education.

For instance, we found in connection with the GI bill programs
which provide a higher level of student support than any other Federal
program or State program that I know of. that those programs are
utilized to a reasonable extent only in the States that have very low-
cost or no-cost public higher education. :

Tor instance, the utilization of the GI bill in California was between

“two and three times the rate at which it was utilized in one of the New
England States because there was available a system of low tuition
or no tuition in State colleges and universities.

We also find, and I think your own exploration should suggest to
you that a great number of students who might qualify for one of
these student assistance programs do not apply.

Tor one reason or another they do not seek and obtain student
assistance funds. Significant numbers of them are found in very low-
cost institutions in metropolitan areas primarily, but also in rural areas
if they are within commuting distance.

So, in terms of efficiency of delivery, you have a model that looks
more efficient but T am not sure it actuaily brings in more. people.

Mr. NEearn. Could I make a small qualification? When we recom-
mended an increase in tuition of 50 percent of instruction cost we said,
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“as needed.” We didn’t just opt for the increase whether you need the
money or not, so that it may be a long time before some of those low-
cost institutions get a tnition . y

Mr. O’Hara. You are not advocating the States come up with new
appropriations. You are advocating that they shift funds out of insti-
tutional support into student assistance and, in order to do that they
have got to raise their tuitions presumably and make it up somewhere.

For instance, what would happen to the California community
college system if they now went from zero tuition up to half the cost
of instruction? It would be a tremendous change, even if you phase
it in over the period you recommend.

Mr. Eperre. Mr. Chairman, let me comment on two things, First of
all, I don’t disagree with what you have but I have some qualms about
where we are headed. If you take the University of California, which,
under the GI bill of rights, has a very low tuition.

Today, that system, not the community college system, has ap-
proached the verv recommendation we taiked about. They found it
1s the only way they could give this kind of ednecation and get the
funds in.

The head of the California Community College system. although,
generally opposed to this recommendation. has indicated there is a
need to have a tuition program in the California system,

What I want to ssay is you are getting to a point where we are
getting the bad result of increased tuition without a program of
either targeting these funds or having a way for these low- or middle-
income students to go to college.

They are going to be faced with these tuition increases anyway
because that is the only way State legislatures are going to be able to
face the problem. That is why we feel this kind of targeted approach
which takes into consideration where the money is going to come from
and still have quality education makes more sense.

Mr. O’Hara. That last one disturbs me, It that isthe case. if they are
going to increase the tuitions anyway, vour recommendation should
have taken the turn, no tuition increases without corresponding in-
creases in student assistance. .

Mr. McMurrIN. As a matter of fact, Mr. Chairman, this is the
recommendation.

Mr. O’HaRra. Yes, but you put it the other way around, tuition in-
creases and increased student assistance. T am verv much afraid same
of.the State legislatures are going to take haif of vour recommendation.

Mr. McMuorriy. T am afraid they are too, but actually, if they fol-
lowed our language thev would not do that. But it is very obvious
that the tendency of peonle is to see the rates and then tend to more,
or less iomore the other side of the picture.

Mr. O’Hara. T know my colleagues are interested in getting into
this thing. We have here a distinguished member of the Commission
on the Financing of Postsecondarv Education. I have several other
anestions but T am going to withhold them and give the other members
of the subcommittee an opportunity.

Wy Rrademas. .

Mr. Brabraras. Thank vou verv much, Mr. Chairman.

Let. me add mv own welcome to our distinemished witnesses here
today. T would like to make a few comments with respect to what von
said, gentlemen.
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I notice Mr. McMurrin observed in‘his statement that it might well
be the differences on these matters are in large measure linked to dif-
‘ferences in judgment on the future development of the economy.

I am sure that is, to some extent, true. But I would suggest to you
that perhaps there are still more substantial differences related to dif-
ferences in underlying valuesand judgments about what is appropriate

public policy in respect of support for postsecondary education gen-

erally and particularly in respect of, in this instance, the support of
students.

I think, also, Mr. McMurrin, you made the statement that the only
way for higher education to get additional money would be from
tuition increases. I think Mr. Eberle just referred to-the situation in the
same vein. et , '

Therefore, we come baclk to my first point, namely, the question of
values. I don’t understand why that should be the case. Why do we
not take a more optimistic view of the place of education generally, of
postsecondary education in particular, and still niore particularly, of
student support, in our national priorities.

I don’t know that we ought to have such a gloomy outlook with
respect to the long-term posture of public support for higher education.
I could well see the prospect, for example—and I don’t say this in
any particularly partisan tone—of a different Congress coming to
this town next year which would not take the point of view that we
ought to have so slender a slice of the gross national product allocated
to postsecondary education or to student support.

I would be willing, at the drop of a hat, to vote more money for
student assistance and less money for certain military expenditures
that I could easily point to. So, I think I am in very strong disagree-
ment with the perhaps understated presupposition of your analysis
that the only way in which we can meet the increased costs of higher
education in this country is to impose a greater burden on students
and their families.

A third point I would make also has to do with value judgments.
It hias been the view of members of this subcommittee on both sides
of the aisle. inchuding, I think, Mr. O’Hara and myself, that we need
not make a choice between low-income students and middle-income
students with respect to provision of student assistance from the
Federal Government. ,

Indeed, as a consequence of the passage of the 1972 education
amendments and the new basic opportunity grant program we don’t
even talk about the matter in that way any more on this committee.

Rather, we talk not about the income of the family and the student,
but we talk about the student’s need. That is a more real world
way to go about making a judgment on the matter, and I don’t think
I need to repeat the theory on which the ROG program is based, but
it seems to me that targeting assistance on need is mnch more reason-
able and sensible than to lock at income which is only one of the
several criteria that ought to be taken into account.

Then a fourth point I would make has to do with what I take to
lge your l&osition of placing greater reliance on loans. I was struck

y Mr.
came out you spoke of a $12,000 cuteff, but I think you said that
figure would now, if my memory is not wrong, be considerably higher.

cMurrin’s statement that last year when your report first -
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That you can make that kind of statement indicates to me the
somewhat ephemeral nature of your proposals to rely heavily on loans
becgmclllf,e the world changes, doesn’t it, gentlemen, and 1t changes very
rapidly. v

We didn’t have 1114 percent prime interest rate when your report
came out, and I am very dubious indeed about a proposition that
wowld move from financing student assistance by the tax mechanism
over to the private loan mechanism at a time when interest rates are
out of sight. '

Nor do I find myself altogether persuaded by another unstated
gresupposition of your proposal which is that most of the benefits

rom public assistance tc students go to the students.

You certainly reviewed this whole argument of the difference be-
tween societal benefits and individual benefits. I must say I have al-
ways been surprised as a member of this committee how zealous some
people are in wanting to be sure that they wring every last ounce out of
the students, but we don’t have so militant or CPA-like an approach
when it comes to being sure that the industrial or business community,
for example, takes a subsidy from the National Government.

Then I haven’t even raised one other concern I have, which is the
question of the transfer-—as Dr. Van Alstyne pointed out in an ex-
terded analysis—the question of the transfer of the burden of pay-
ment of student assistance from one generation to another.

I think you have not sufficiently taken into account that particular
question. I think, ag you can judge from my own reactions—and if
I have misrepresented you I am sure you will tell me—why I have,
as one of our former colleagues in this place said in a debate, “mini-
murm high regard for your proposals.”
~ Mr. NrarL. Mr. Brademas, in these discussions that I refer to that
we had around the country, it seems to me we got more and more so-
phisticated as we went along and your comiments were reflective of
that same degree of sophistication.

I would like to comment a little bit about the kind of stereotype
that, unfortunately, we have in this report because we dealt only with
undergraduate college education. '

Postsecondary education is a lot bigger thing than undergraduate
college education and by the time we got to California, as Mr. O’Hara
stated, using the GT bill and so on, the people wanted to discuss post-
secondary education.

‘When you take the whole range of possibilities into account, the
fact that you don’t just have a student who goes to college for 4 years
and gets a degree, we have lifelong learning, we have people coming
back who have a high school education coming back in their thirties
and forties and taking a college degree. )

‘We have training programs financed by the Federal Government,
training and retraining programs in which postsecondary institu-
tions provide a great deal of the training. I think we are up to about
$6 billion on training programs.

In addition, we have those things that go along with the unemploy-
ment compensation system and with welfare systems in some States,
some other training programs, not all postsecondary.

But there is still a third system of education which probably is as hig
as the public one and that is the business-directed training and edu-
cation. My purpose in broadening ouit the discussion—we did not cover
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the whole area of postsecondary education—but my 1pur]')ose_ in raising
it is to make just one point and that is colleges and universities have .
become educational service institutions serving a wide variety of clien-
tele and they are probably the most effective instrument for that pur-
pose and they need to be kept in being. .

This is ancther reason for the institutional grant approach, that
with as big a variety of the clientele that they serve, it seems to me al-
most impossible that the support should not be related to the student
and the training that he gets.

As we are evolving toward a more individualized system of educa-
tion, toward a more extended, repeated, et cetera, system, toward an
upgrading through life, it seems to me there is only one way you can
run that kind of system and that is on a kind of charge-for-service
basis, and that says more from tuition and less from other things.

Mr. Brapeamas. The analogy that leaped into-my mind as the U.S.

- Postal Service. Do you want me to spell it right out: Payment for

services rendered ; don’t let the public subsidize it—a great system.

I am not impressed. You see, you missed the whole point of my
statement about the needs of society. You walked right out in the
minefield and stepped right on the mine. Do you see my point?

You talk as though the only point of education in this country is
the need of the individual person. That was completely the tone of
your response. ,

Mr. Near. Could I repeat myself, sir? I said a great diversity of
clientele justifies the continued institutional support of the institu-

_ tions that are best qualified to supply the services.

Institutional support—that is the societal reason, sir, that you are
saying I am overlooking.

Mr. Brapenas. Is diversity the reason? What is diversity ? That is
not the point, is it? Are you trying to tell me that the length of the
list of kinds of institutions of higher learning in this country justi-
fies societal support? You don’t mean that seriously? What does that
Lave to do with 1t?

I should have thought that one might want to ask questions about
the benefits that society derives whether you have one kind of institu-
tion of higher learning or a hundred kinds of institutions of higher
learning ; that is the point.

Do you see what I mean? I would like to get a somewhat less sim-
plistic analysis of these matters.

Mr. Eperiz. I would like to come back to your point. I don’t dis-
agree with that and I don’t want to take away from your colleague’s
question but, unfortunately, when you have a brief statement m?i not
a full report—— '

‘We also know that you have such a broad variety, not only of in-
stitutions but of students’ desires, the way you get that is to have the
student help set the market and let the student have the time to select.

I will give you an example where you have public institutions in &
State—a student, where the money is granted solely on institutions, is
going to go to the closest one. That is where their money decision has
to be made as opposed to having the funds themselves and maybe go
to one a little further away because he has additional support where
he got more what he neede(z

It is o question not only of recognizing the great benefit to society
but how do you target in on the student and get that student the kind

&
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of education he wants. I think that diversity is absolutely essential to
developing the kind of quality students ang quality society we want.

Mr. Brabemas. No one is arguing about the need for diversity. That
is not, I take it, an issue here. Everybody is in favor of diversity in
higher education, just as everybody is in favor of motherhood and
apfle pie. That is really moot.

am getting into & far different proposition. What if I were to say
to you, Mr. Eberle, that every time you hire a college graduate, you are
going to pay a bounty? You are going to have to pay the bounty out
of the pocket of your particular firm, because you get the benefit of his
higher education. In other words, because you are saying here that the
student ought to pay higher tuition since he is getting the benefit, I am
saying that your company will have to meet # percentage of the cost
of whatever that student paid to go to college. How do you like that?

Mr. EseriE. The answer to that is a very simple one. If you look at
the incomes of students that go to college on the average and those who
don’t, it is already built in. The only -difference between your sugges-
tion is that you do it directly instead of indirectly. -

‘Mr. BrapEmag. It is not true at all. T say you pay for it. You are
getting the benefit of that student’s higher education.

Mr. Erzree. Who do you think pays the salaries of these people?

Mr. Brabemas. I am suggesting you don’t.

Mr. EBerce. The businesses do.

Mr. Brabemas. But I want you to pay more.

Mr. Eserre. That is different.

Mr. Brabemas. Of course it is different. That is my point. It breaks
down when-you turn the corner of the side.

Mr. Eperie. The principle is established. It is only a question of
how much. I accept that. It is already done.

Mr. Brabemas. I don’t think it is done because we are now getting to
the value judgments, the unstated presuppositions.

You want that student to pay more and you want a redistribution of
income within the educational system, but you are not so much inter-
ested in giving me an affirmative response when I go outside the edu-
cational system. That is a different ball game.

Mr. Eeerie. T wenld like to come back to that because the recom-
mendations we made are not only an increase of $2.5 billion on the pri-
vate side but also we say there should be more Federal and State help.

We did go outside. We recommended it. The problem we have is
in trying to be realistic. As a practical matter, Congress is going to
have the opportunity to vote more money for education. whether
you give more money to. increase the quality, because there are going
to be more students and yon are going to have to vote it:

We made g decision that just to keep up with inflation and the fact
that education grows at twice the rate of inflation and the increase
of students. Retﬁistica]]y. that may be the amount of money that can
be expected.

If that is the case, how do yvou go outside the system and get more
money in? And if you don’t vote more money and you don’t want to go
to the private side and you don’t want the public side, then you have
a real crisis. :

Mr. Brapearas. That is not what Isaid atall.

Mr. Ererce. That is what the facts are in State and Federal financ-
ing to date.
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_ Mr. Brabemas. You can argue from the descriptive to the norma-
tive and vice versa but you can’t pass a freshman logic class that way,

so let me come back and say I am not going to let you set up a false ,

dichotomy between the private and public.
What you have just toﬁld me is if you need more money to meet the
problems of inflation you either go to tuition increases or the public
sector. That is what I read you saying.

~ Mr. Egerie. Lower your costs.

Mr. Brapeaas. But there are other ways of going to the private
sector, and I gave you one just a minute ago, not that the student pays
for it but whoever hires the student pays for it. That is another way.
I don’t say I am for it, but I only raise it to show the fallacy of the
proposition that the only alternative to increased reliance on the tax
mechanism on publie support for meeting inflation and other student
costs is by raising tuition on the students.

I don’t think you have made that case. ’

Mr. Near. Could I add just a footnote? We do say that business
support of the colleges ought to be continued and increased and, as you
know, sir, it is the practice of a great many businesses to make grants
to colleges from whom they draw their students and, in fact, many
others also make scholarships available for the sons and daughters
of children. ' o

Some of this has even gotten into collective bargaining contracts.

My, Brabearas. Are you proposing this is a matter of law?

Mr. Nean. No, I am not, I am saying this is being done.

Mr. Brapeass. That would really be impressive.

Mr. Nzan. On a voluntary basis it is being done. The way you
do it in law is that you impose taxes on these companies and then
yon in your wisdom decide how much you are going to give to
students, and we are right back where we started from.

We think you should make those decisions.

Mr. Brapearas. I think we have developed a very interesting alter-
native here. .

Sterling, you wanted to say something. )

Mr. McMurrin. Yes, Mr. Brademas, I would like to make this
comment. ’ .

Mr. Brabmas. Tet me interrupt and say I am deliberately teasing
vou and provoking vou to some extent to make you go back and look
at vour own suppositions. I am not persuaded you have done so.

Mr. O’Flara. You have done a good job. )

Mr. MceMuvrriN. A very good job. The thing I wanted to say, just
two points, in the preparation of the policy statement and in the policy
statement you find very considerable discussion of the societal values
;)f cducation. I am referring to your reference to the issue of values
1ere, ,

And, as a matter of fact, the committee, in setting up the proposal
which it has made, used the social values of education as the justifica-
1tion for a large Federal and increased State program of grants and

oans.

So, the ‘very point you are making, I think is a point that has
received a great deal of attention. The other thing that interests me
in your comments, the very first statement you made, is a rather, to
use your terminology, dismal economic appraisal of the situation.

42-884—75———11
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I personally am inclined very much to agree with you on this. My
point was, there is a conservative economic asswunption behind the
CED report which was based upon the kinds of input which CED
has been receiving from economists, and I am very much aware of the
Impressive statements of criticism that have been made of this, particu-
larly by Dr. Van Alstyne, whom you mentioned, and by Dr. Howard
Bowen, a very distinguished economist in the field of education.

Both of them essentially were saying what you have said, “Why not
be more optimistic about the future of funding of education than we
seem to be?” What I want to say is simply this; regardless of which
group of economists or appraisers of the economy may be correct, the
kind of assumption that 1s made in-the CED statement is the kind of
assumption that is now being.made, as I am sure all of you gentlemen
realize, by the leaders of colleges and universities.

The presidents of colleges and universities have this same feeling,

Mr. Brabemas. I think your point is well taken, Mr. McMurrin, but
you didn’t get the point. I didn’t express it very clearly. I wasn’t talk-
ing economics. I wag talking politics.

Mr. McMuzrin. I get your point. I can understand that.

Mr. Brapemas. However the economy develops in the next several
years, the point I was maling is it is not unreasonable to project that
there will be elected to public office in this country persons with differ-
ent value judgments about the way which the GNP ought to be di-
vided, whichever way the economy goes.

I just wanted to make that distinction.

Mr. Gaypos. Would you yield ? I have got one point.

Because a college professor says it is right is it right because they
all agree upon it ¢ -

Mr. McMurrin. Not at all. As a matter of fact, that may be a pretty
good indication it is wrong. '

Mr. Gaypos. You can hang your hat on your other argument, on the
presumption that they are correct,

Mr. McMurriy. What I am saying, gentlemen, is simply this, the
typical university and college today is being administered on the as-
sumption that legislatures are not likely to raise appropriations, that
the Ifederal Government is not likely to increase its appropriations
and therefore, you are going to have to find your money somewhere
else.

So that what we have attempted to be here is somewhat realistic in
terms of the outlook of educators themselves, though they may be
wrong and T hope they are wrong.

Mr. Brapenmas. I appreciate that observation.

Mr. Monper. Even if they are wrong and the political situation
changes, the kind of targeted suppurt that we spoke about in the report,
even in an expanded Federal and other Government budget still malkes
a great deal of sense. }

I think it is a mistalke to consider that the recommendations, the
targeting of money, the raising of tuitions, the expansion of loan pro-
grams, and all predicated solely on the assumption that the amount of
social resources for higher education will be fixed.

Mr. Brabuyas. I appreciate the thrust of that. That is very helpful.
In other words, what you are saying is this is what you think ought to
be done no matter the nolitical or cconomic outlook.
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Mr. MunpeL. We did our calculations assuming fixed numnbers be-
cause, in fact, these and the numbers available.

Mr. Brabeyas, Mr. Chairman, I want to thank the witnesses. I hope
they don’t think I have been too hard on them. I just wanted to elicit
somo responses to some of these underlying questions,

Mrv. Q'Hara. Mr. Gaydos.

Mr. Gaypos. I don’t want to carry the discussion any further because
I truthfully haven’t had an opportunity to analyze and assimilate your
report and prepared statement.

I do not want to make several observations and I think the response
of the gentleman somewhat verified what I had been thinking. I am re-
ferring to your page 3, the second point you inake, that public colleges
are finding it increasingly difficult to secure needed funds from the
States and other sectors.

I had thought for a while yon had forgotten about our difficulties
with our revenue sharing, a $30 billion 5-year program coming up for
consideration within a year, and also difficulties we are having gen-
erally in the Federal Government with other needs we face such as the
States demands from other sectors.

‘We have the same problemn. For a while I though you had forgot-
ten about that similarity between us aud the State people, but I am glad
you did remember and am eternally grateful to you.

I would like to ask a very practical question. I would like first to
make one more observation. You talk about going to the private sec-
tor for support. All of that has to be an assumption that might not
materialize.

For instance, I find it difficnlt to assume that the private sector
should contribute substantially in some areas of seholarship aid, direct
endownents, setting up funds, business contributions, which are tax
deductible, and all the other paraphernalia, somewhat on the same lines
I resent having to contribute to the cancer fund when I pay substan-
tial taxes and I should assume as a citizen there need not be a private
solicitation of funds to help cure such a dreaded disease.

I have a deep resentment myself in that area and I have drawu a
parallel between the great need for an aceeptable type of educational
approach solving our problems, solving our international, social, in-
ternal domestic problems with a good educated population.

But why should be have to depend upon the private sector? To me
it doesn’t ring true and I know I am in a distinct minority because we
have lived with it for so long and the assumption is that is where we
should go.

Possibly Mr. Brademas and I are diametrically opposed as far as
our thinking is concerned. I don't like to go into that sector but I try
to draw a very simple comparison. I am not talking about cancer re-
search. I am talking about other things.

Either your government dischavges the responsibility to society,
or any terminoloey you want to use, ov it doesn'*. That is how T feel
about it. Personally, it doesn’t amount to a bag of beans, I understand
that. But I hope 1 can encourage some support along those lines,

In the Pennsylvania delegation we have college professors on a reg-
lar basis appeaving before us to discuss their problems, their financial
problems, practical problems. et cztera, and invariably at all of these
delegation meetings we malke it apolitical.

o : 16«
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We have some people who have reached some prominence come and

speak to us from all the nniversities. We have asked them and they
have admitted, and I wonder if you could verify their position; have
the universitics and colleges done their share; have they analyzed
truthfully and painstakingly what they have been doing and what
they have done or accomplished to date; can they justify their trip
to Washington to ask us to do our share?
_ Mr. Eperer. I think we can give yon gome parameters, and that
is, like every. other case you cannot generalize but you go all the way
from where they have done nouthing or very little to where they have
done a great deal.

This moves right into the whole first part of our report which went
to management. Frankly, on balance, they have not picked out what
their mission is. They can't be everything to. evervbody.

You will find overlapping Ph. D.’s granted among the State in-
stitutions. overy professor, aud I will give this back to my good friend
Sterling, wants their own programs. 1t is nice if you have lots of
money and we recommend it.

_ On the other hand, the management of liow do you get the best use
out of buildings—Do you buy new buildings or can you lease them
back and forth between institutions that aren’t fnll?

I sce this in my old home State of the University of Idaho and
Washington State leasing the dormitories back and forth because one
had too many and one had too little. There are so many things that
can be done that haven't been done.

That is why Imade my comment. T didn’t want to lose sight of this
hecause one answer is to be sure the universities, public and private.
set their misston on not everything to evervbody and do what they do
best.

There is a tremendous amount of improvement that can be done
there. There arc some that are excellent. others that are very poor.
Dt on balance there is a great deal of improvement that can be done,

Mr. Gaypos. That is why T prefaced my remarks with the self-
serving obhservation that T didw't have time to read your statement.
You are, I presume, referring to the fact that in many colleges and
universities of great repute you have a library fantastically supplied,
almost as good in comparison to our library here in Washington, yet
it is unutilized 20 percent of the time.

You dare not go on the campns to utilize that library becausze von
don’t helong to the student body or to the professional staff. T am
wondering if they have made a new approach in critical self-analysis
to gotting the full use out of what yon spend vour money for and
what you have physically in existence because there is a lot of
selfishness. :

Again, this is before yvou come here and ask us to respond to von.
We want somie vesponge from vou.

Mr. McMuerrry. T agree with your point 100 percent and with Mu.

: Therle’s reply. Colleges and universities have not done what thev

; conld have done and certainly shonld have done to increase their |

: effectiveness, efficiency and productivity. |

The oulv thing that can be said on the other side of the pictnre ‘
is that right now there 1s far more activity in this direction being |
eenerated within the institutions than ever before and I think there

1s a veal indication that in the years ahead the money will buy more

1%
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and better education than it lias in the past because an increasing
number of institutions are leading out in innovations to change the
old habits and to do new things to increase the educational produc-
tivity of the institution. :

As things now stand, they are not in good shape, but at least there
is a movement in the right direction.

Mr. Gaxypos. I would like to close, Mr. Chairman, with one observa-
tion, and that is in regard to a comment made by one of you gentle-
men dealing with these lifetime students, where a person goes atter
graduation, a housewife picks up a degree, maybe a supplemental
degree, again, along the same lines we were talking about.

That could very well be done without utilizing any of the facilitics;
heat. electricity, college professors, books. Outside of a TV program.
the whole new modern approach in conjunction with some type of
central coordinating board is changing the concept of what we are
tallking about.

I would like to sce if a case could be made out for full utilization
of personnel, plant facilities, your whole philosophy meshed together.
Then I would say when you come before this committee and this
lumble person individually, I think we would be not more prone. but
it would almost be an obsession on our part to respond and recognize
your request because then I would say you have earned that right.

I am not saying that you haven’t but 1 am saying in some of theso
areas—some areas are somewhat lacking as far as a good full report
and exposé.

I do want to compliment vou gentlemen for coming. I assure you
of this and speak on behalf of the whole committee, particularly the
chairman. we are going to try to solve this problem.

Mr. O"Hara. We are working at it.

Mr. Gaypos. Let me conclude with one question. Do you have the
same type of feedback I am getting, and I am sure most members are
getting, from the people grossing $20,000 and $25,000 and complaining
Ditterly and giving us facts that they aren’t being treated fairly as
far as the amount of assistance they are recciving in comparison to
underprivileged students and families, and maybe even in comparison
to those that are over that? ]

That is where I am getting most of my flack. I am very practical.
T am a political animal like the rest of us. I wonder if you can give
me a very fast observation or conclusion on that.

Mr. O'Hara. If the gentleman will yield, the Wall Street Journal
the other day had an article about the $22,000 a year college teacher.

Mr. Moxper. I think. in terns of upper-middle and upper income
families the general finding, althought the complaints have been loud,
vociferous and repeated. First, the complaints have been that these
kicls are no longer going on to school.

The census and other evidence shows that the proportion of stu-
dents enrolling from these income groups has not dropped. The pro-
portion of them enrolling among schools of different costs. except
wheve public schools have expanded dramatically, has not changed
and the amount of parental contribution, the actual amount that
parents are paying for these students enrolled in school, in fact. has
not icreased more dramatically than the simple rate of inflation.

“Although our tables show a fargeting of the resources toward low-
and moderate-income students the recommendations recommen the
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targeting of grants to students who, in the absence of those grants,
would not have the ability to pay for college. ‘

There are some people in the income distribution up to 30, perhaps
up to 40, who, because of family circumstances cannot contribute
to their kids’ education and following our targeting strategy they
too would be eligible for assistance.

We talk about ability to pay, capacity to contribute, but in our
representation of the gross or average effects of these programs we
show them statistics on an income rather than on an ability to pay
criteria.

Mr. Gaypos. You make a good argument. I am going to try to
reduce that down to two sentences when I respond to these thou-
sands of complaints that I receive. I think I get dle drift of what you
are saying but it is very difficult to convey that bacl.

Mr, O’Hara. If the gentleman will yield, this business about who
attends, here in the report of the National Commission on the Financ-
ing of Postsecondary Education, on page 27, it shows the participa-
tion rate of 18- to 24-year-olds by famify income, 1967 through 1972,
showing a drop in every single group except those with incomes of
less than $3,000. '

Let’s take table 1-B.on page 27 of the Commission’s report. It
shows a drop in the more than $15,000, a drop from—— -

Mr. Mu~pEL. The drop is from 58 to 56.1 percent.

Mr. O’Hara. Then in the $10,000 to $15,000, the drop is from 46 to
41, and in the $7,000 to $10,000 it is from 85 to about 32,
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FINAL REPORT OF THE NATIONAL COMMISSION ON FINANCING POSTSECONDARY
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Mr. Mu~pzL. T think these figures showing a drop can be based on
several factors that are going on. One is a decision by lots of people,
or by some small percentage of people to not go on, whether for financial
reasons or otherwise,

And, given that predominant mmnount of enrollinent was coming
from the people at the top the decision to not enroll immediately after
high school as a result of the change in the draft or elimination of the
draft could cause quite dramatic changes, or what appear on a curve to
be reasonably dramatic changes in numbers for very small numbers of
people moving on. '

The other thing which has gone on during these same years is that
because of the relative times during which both rates decreased more
rapidly and earlier for higher income families as opposed to lower in-
come families, the children who are 19 to 24 at the end of that period, at
the higher end, are disproportionately older and are out of school so
they ave not counted as enrolling because, in fact, they have aready gone

~on, have attended and although still dependent family members, are
no longer enrolled in undergraauate eclucation.

Mr. Gaypos. If T may respond at that point, T have to presume some-
thing based npon many factors that T wouldn’t have knowledge—I
don’t know what you have taken into consideration in deriving those
statistics and conclusions, but I think we should ever be vigilant that
we don’t have reverse discrimination and T would hope that would be
your feeling, where we would discriminate against middle and upper
meome because of cost factors and have a less percentage proportion-
ately of the familics of those cligible to attend our institutions of
higher education, ‘ .

I would he just as vehement in making an attempt to protect that
aspect as I would where we should not discriminate, wheve we have for
centuries in this country against the low-income students,

Mr. Mu~prr. I think where those students-in those income groups
have dropped ont because of a lack of capacity to pay, and we can
develop an appropriate set of criterion for deterinining that capacity,
we can move those figures back up following the kinds of recom-
mendations ‘

Mr. Gaypos. I have no more questions. I do apologize for taking
more time than I should, especially when we have another member
present. I give you my apology and promise not to do it again.

Mr. O'Hara. Thank yoiu, we enjoyed your contribution. Mr. Gaxdas.

Mr. Lehman. -

Mr. Lerraw. I was concerned that we voted on the Fonse floor Fii-
day to eliminate the use of food stamps for so-called dependent stn-
dents. I just wondered what kind of effect that is going to have if that,
is left out in the final passage of the bill, »

There would be 2 number of dollars removed from a student's sup-
port. T noticed, Mr. Chairman. in the Record this morning there was
no one speaking for or against the amendment that disallows food
stamps for these people. ‘

Mr. O'Hara. There was no possibility to. Your chairman was ready
to sneak on the snbject but there was no chance to get time.

Mr. Gavpos. Will my friend vield on that? T want to say this pub-
liely. T dhid commend onr chairman before my other colleagnes and in 2
minutes he made the most telling logical remark and argument I ever
heard. - :
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e made it in o very concise fashion. Because of the limitation of
time he Cid the job for all of usin 2 minutes.
Mr. Luaman. I apologize to the chairman. I knew how he felt
about it. I was looking at the Record this mornin%.
Mr. O’Hagra. Yes; 1t is a very bad situation. "hat amendment went
" in with no debate and it says if a family or individual’s eligibility
is in any sense based on the income and assets of a person of 18 years or
over who is a student, then no food stamp eligibility.
" Te could be an unemployed loafer and a pool hall bum, that’s OK;
but if he isa student, then, no, he is beyond the pale.

Mr. Lemax. If his family takes him as an income tax deduction,
is that right ?

Mr. O’Haga. That is right.

My, Lerman. To me, that has abuses. Somewhere along the line
this is going to hurt. :

Mr. Epgrie. We have nothing to add except what your chairman
has already saicl. :

Mr. O’H}:\m\. I thank the gentleman from Florida.

Mr. Benitez.

\Ir. Bexnrrez. Given the time, I just raise one simple cﬂwstion which
comes out of your testimony. Admitting the need for a change, reform,
improvement and a trend toward a new initiative and individualiza-
tion, is it your position that such improvements in the colleges can be
achieved best through raising the tuition and obtaining more income
than by direct grants to the Institutions?

M. Errron. et me try to put it in total perspective. Without tak-
ing away what the institutions can do for themselves in management,

they have got to do that. Tundamentally, they have got to lmprove
therr management.

Two, we are hopeful that there will be more Federal funds involved
in this program. Third, we think; in spite of both of those, you are

~ going to need a combination of more money going to grants and as
those go to grants the tnition should go up.

Tn this way vou will pull in more money from the outside, so in
that context our answer has to be yes.

A[r. Beyrrez. 1 don’t think you have come to grips with the point
T raised. Jnst to restate it briefly, the point is whether in yonr judg-
ment. or vour assumption, the increased tunitions or increased moneys
conting via the student who is receiving an education. will more likely
provoke educational reforms, or whether these will take place better
if the moneys for such purposes go directly to the institutions?

My, Musber. Taking a less sanguine view than my colleague as to
the likelihood of grent‘improvements in our institutions, I think that
there are many things that public financing, the financial system or
many mechanisms of the financial system should seek to use to en-
courage us to change, I think that categorical programs from the
Government which provide or demand changes in performance on our
part are a necessary stimulant. :

T think that were we more reliant on student-controlled resounrces,
both student-brought grants and student-brought tuition payments, we
would be much more respondent to the use of stucdents’ time to the
production of eduncations which they value and we would think about
that a lot more in the way we ruu our institutions.
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I think it would cause it to be more likely a combination of these
two things. I thinl it would cause us to be more likely to increase our
productivity and do things differently on behalf of education than we
have doue 1n the past.

Mr. Bextrez. I will declare my prejudice to have been the president
of a public university for many years where we had a nominal tuition
Sfrstem. The implication of your position, it seems to me, is that in
the question of financing universities or financing education, we should
move toward a private rather than toward a public philosophy, and
that we assume the basic approach to be the quilcgl pro quo of the tuition
as the leverage for the quality.

Mr. Mowxpzr. I think the movement we would propose would be to-
ward a mixed philosophy and some increase in the stimulus on our
Institutions which is a result of student-controlled resources not mov-
ing totally toward the private nor totally toward the public philosophy
as incentives toward changing these institutions, but moving more in
the direction of a balanced and mixed system of incentives to make us
more responsive, :

Mr. Bexrrez, My position is that there will have to be much more
funding for the whole process of education than there is at present.
The issues, as T understand it, involves the additional funding or dis-
tribution of additional funding and what source is most effective to
achieve the objectives of better education, a renewed education and
more broadened education than we have at present.

As I understand it, your position is that this is best accomplished
through the round-about way of getting the money to the university
via raising the tuition than getting it directly to the university.

Mr. Mo~peL. By raising the tuition and mcreasing the grants, the
Government grants which students bring to institutions.

Mr. McMurrIN. Mr. Benitez, may I comment on this because I don’t
entirely agree with the position of Mr. Mundel and I would like to state
simply this, that insofar as the issue yhich you have raised has to do
with the question of a market approach to education, I personally fecl
that this has great dangers. '

I am not of the opinlon that an institution will be better off in terms
of strengthening the quality of education because it gets its money from
students rather than from appropriations.

I personally think that the issue of tuition is not an jssue of what 1S
the best way to finance an institution. It is the question of whether e
are forced by economice, political and social circumstances to move in
that direction.

I am not of the opinion that you are going to have better institu-
tious because, in some way or another, you are dealing with the money

of individuals rather than with money made through State appropria- -

tions. :
Mr. BrntrEz. Aren’t you saying then that your recommendation is
based on the assumption that the congressional ears will be more sym-
pathetic to this approach than to the ofher ?

Mr. McMurrix. I think that is part of the picture; yes.

Mr. Benrrez. And then we hope that you are mistaken as to the
phonetics. ,

Mr. Nxan. Mr. Benitez, could I just say we have the highest regard
for Mr. McMurrin. He was our project director, but we noted in the
report that our project director did not agree with some parts of this
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" report and he has just stated one of the parts he doesn’t agree with,

but I have to tell you that the committee responsible did agree sub-
stantially with implication that Mr. Benitez drew from the testi-
mony. : :
Mr. Benrrez. The only thing T would say is that in my judgment,
the history of education in the United States has been one where the
stringency of having the institution depend upon students’ support.

~ has not been the circumstance enhancing the educational performance

in this Nation. :

And, quite the contrary, whenever you have established a basic
equivalent of “you get what you pay for” you bring about an inferior
type of education. : :

Mr. Eserie. Maybe we concur with that and that is why we only
talk about a shift, maintaining the base institutional grant but keep
the top, which gives you both the flexibility and some incentive.

Mr. O'Hara. It is an interesting exploration. You might look at
that whole question of whether or not shifting support over the stu-
dent results in 2 better education or a poorer education. ’

Before I yield to Mr. Dellenback, let me recognize the presence
in the room of the distinguished president of the University of Puerto
Rico, Arturo Morales-Carrion, and the Chancellor of the State college
system in the State of Minnesota, Ted Mitau. .

Mr. DerrenBack. First, my apologies to the panel for not-having
been here for the full hearing.

Without going over the points that have been raised in the ques-
tions and dialog between my colleagues and the panel—and without
being thought to be defending the report—I just want to be sure about
the frame of reference that Mr. McMurrin has been using.

Do I understand that your group, as it put together this report
and did the research that led to the report, was confining its study to
the field of education and was not looking at the totality of Federal
Government spending; is that correct?

Mr. Eserce. Four-year college education, not a postgraduate col-
lege education.

“Mr. DeLLENBACK. But the thing I am focusing on in particular is
that you were not attempting to follow the thesis proposed in earlier
questioning; namely, don’t worry about limitations on expenditures
i the field of education because you should take funds out of some
other area of Federal spending—the military or something else.

Do I understand that you were starting from what you estimated
might be available in the field of Federal spending for education?

Mr. Eperee. My answer is yes, although we assumed there would be ~ -

additional Federal-State funding for the increased students, for the
growth of inflation, but what we call the additional money which
Would have to come in would have to come from someplace else at this
point.

Mr. Derrexsack. The concern that I feel is the constant constraint
that we in the Congress must labor under as to the availability of
moneys. If we had a money tree and didn’t need to worry about how
many dolars w~ could appropriate, what we might do given that situa-
tion would be considemEly different than what is demanded of us due
to the pragmatics of the real world,

Allp_[ am trying to do is establish the frame of reference for your
study in this particular regard. It was my understanding that as the
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CED went into its rescarch and came forth with this report, it was not
assuming limitless funds. Rather, you were realizing the stringencies
of the economic circumstances as they now exist, and yon were saying
against that background, this is what the committee recommendls. Is
that corvect asthe basic frame? .

Mr. McMurrry. As things now exist and as we might anticipate the
picture in the next few years. ‘

Mr. DELLENBACK. . . . which will be without the gigantic increases
that some of us would like to see for postsecondary education.

Mr. Eperee. It is on page 15 of our recommendation in the bottom
paragraph : “This means that we expect Government, support of higher
education on a per student basis to remain more or less constant in real
terms.” :

Mr. Denrexpack. T think that is important for us to have in mind as
we read your report. Otherwise, it one were to interpret your report as
suggesting we can do what we want to—iwe can move moneyvs around
between fields, we can get whatever wo foel we want, or at least what
wo need for education—it would be subject to strong attack. In fact, I
might be leading part of the attack.

However I read your report as sayine something very different: vou
are starting from a diffevent premise. I think those of us who might
finc ourselves in disngreement with some aspects of it at least have to
unclerstand the premise on which you are operating. And it isn’t a
valid criticism for us to attack the report on the grounds that vou
should have been suggesting taking away X billion additional doliars
from defense and pouring them into cducation beeause that hasn't
been part 6f what vou used as the framework for vour study as I
understand it. Am I corveet in this? :

Mr. Eperre. Yes, sir,

Mr. NEarn. Yes, ves.

Mr. Dertensack. The other quoestion is—though hypothetical—if
you could count on the funds you want, would you still be making the
recommendations vou made ?

I think the answer, if I read it correctly, is that von would not be
wedded to these recommendations if that were the frame of dis-
cussion. ’

AMr. McMurery. May I comment on that? This is a little hazardous
to say because T am trying to represent opininns that were not fully ex-
plored against that background. But T helieve that it was more or
less the position of the committee that the function of the Fedevral Gov-
ernment should he to fund higher ecieation. ' ,

We are talking about undergraduate education. to fund it through
student grants and the guarantees of loans. and so on. There was no
strong disposition in the committce to say that assnming even though
there might be limitless money that the Federal Government should
enterinto a large-seale institntional grant program. »

The feeling of the committee was that the function of the Federal
Government is best handled by way of students, the State aovern-
ments handling institution grants.

Mr. Derrexsacr. The t is helpful to me because you are now an-
swering another facet of the question T was putting to you, The con-
sensus vou reached, was that the Federal Government should not move
principally and substantially to institutional grants as the modus
operandi of financing. That 1s part ~f vour framework.
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Mr. McMurrixn. There are reasons for that. The traditional posi-

‘tion of institutional funding coming from States. Second, the as-
sumption that one of the large problems is the equalization of educa-
tional opportunity and that this could best be achieved if it were done
on a Federal level, and therefore, there is concern for equalization of
opportunity which became one of our major considerations and we
thought especially of the Federal Government in this connection.
. Mr. DeLLenNBaCE. You are not suggesting the Federal Government,
n underfraduate education, not be involved in any institutional
grants? 1T am just talking about the preponderance of effort—the
principal concentration of it. ‘

Mr. Nean. We also recommend, Mr. Dellenback, federally funded
categorical grants to institutions, especially in the perceived man-
power and professional training areas that were in the national inter-
est to be stepped up. ‘

I think that would be a major exception. But those are limited and
targeted also toward the particular professions and skills that are in
short supply. '

Mr. Derreneack. I appreciate that. I must say that in looking at
the roster of those who made up the Subcommittee on Management and
Financing, and looking at the Research Advisory Board most par-
ticularly, the only concern I had—and I must confess, like Mr. Benitez,
my own prejudice in this particular regard—is that as a Yale man I
see an unfortunate preponderance of Harvard scholars involved in
this operation. '

I appreciate your being here today and appreciate this chance at
being involved.

Thank you, Mr. Chairman.

Mr. O’Hara. Gentlemen, let me just get to a couple of points.

I don’t want to gloss over the net effect of your recommendation.
As shown on page 21 of your statemeut, what you are advocating is
tuition be dougled or tripled on the average.

Because it is on the average, in those States that have done a better
job of supporting higher education, it would be more than double the
tuitions at public higher education institutions?

It had a tremendous impact. As I say, it has the greatest impact on
the States that have done the Lest job and the least impact on those
States where the tuitions are already very nearly 50 percent, so it
doesn’t make mueh difference whether you comply with your recom-
mendation or not.

But, in those States that have done the hetter job it has had the most
fantastic impact. And on the average, as you point out in your report,
on page 84 of your veport: .

The students whose family incomnes were below $8,600 will have grants ex-
ceeding the average tuition increases- for all types of public institutions, as
shown in Table 3. )

Thus the enrollment of these students would be positively stimnlated by the
policies recommended in this statement.

Of course, the obverse is also tvue. The net effect for students whose
family incomes are over $8,600 a year, it would cost them more to
attend public higher educational institutions, even with your graut
program. )

Mr. Munper. No, I think if you look at our upgraded, updated
numbers on page 25 of the testimony, in the academic year that we have
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just finished, 1973-74, students at $10,000 family income, the median
ncome of students has increased, the kind of grant program we have
used as a representative case has eligibility higher up.

The students at the $10,000 level, except in public universitics,
would effectively lrave net changes downward in their price and their
enrollment would be stimulatea, again, only in the State program.

Mr. O’Hara. Your page 84 is talking about tlose students who
are attending public institutions. You very much weight your figure
on page 25 by throwing in private undergraduate institutions because
in all income groups the cost would be less to them.

Mr. Mou~peL. I weighted on the fact that in public 2-, .r and 4-year
institutions where a predominant share of students with that $10,000
in 1973-74 terms annual income are enrolled, they would experience
et price decreases even if only the State and local resources were put
into this sort of targeted student assistance program.

My, O’'IHara. Is your option B the option you were talking about on
pages 83 and 847

Mr, Mox~oven, Option B cuts off at essentially the middle or median
income of students in academic year 1973~74, and the option in the re-
port, which is 196970 numbers which cut off at about $12,300-$12,500,
cut off at the middle income for students in that academic group.

That is not a recommended program. That is a representative
program. .

Mr. O’Hara. Let’s take that statement on page 84, with respeet to
students and just keep the statement thessame and insert the corvect
figuve in there. Would you do that for me?

Mr. Moxpen. Under option B, «here the grant program—1It is that’
middle line on Figure 1, and the tuition increase as they are shown on
the page 21, the maximum increase being the $600 and $700 increase in
public universities, then students of about $9,000, no student with a
family income of $9,000.

If the program worked that way and there were no Federal student
assistance, no student with a family income of §9,000 ov if you want to
convert that into a capacity to pay, would experience a net tuition
increase.

Mr. O'IHarA. But if Federal assistance policies remain as they are,
every student in public institutions or the average student in a public
institution from a family over $9,000 would have increased tuition.

Mr. Muvper, In a public university, but not in a public 4-year or
9-vear institution.

Mr, O’ITara. On page 18 you give a sccond reason for increasing tui-
tion and fee charges v
to redistribute the eventual burden of higher edueation support from federal and
state taxpayers toward highev ineome students and families who have gronter
eapncities to provide support,

Do vou think that $9,000 family can aflovd it better than the tax-
paver can?

Mr, Nuan, Mre, Chairman, that depends on how far beyond the hasie
assmuption that Mr. Dellenback was quizzing us on you wish to go.
TWe are not Hwiting ourselves to $2.5 billion. That is in by way of
example,

Tt von fellows want to put more money in you don’t have to cnt it off
at $9,000, but that means giving up something else.
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Mr. Mo~pen. In fact, we made a calculation that if you wanted to
increase the grant program so that no student at a family income of
$12,500 would face a price increase except in public universities. It
would cost approximately $900,000,000 more.

Mr. Eprrue. While he is looking for that number, another thing is,
the 8- to 10-year period for the change pushes that actual income quite
a ways out on what youare doing. My guess is you would take the $9,000
and have some figure well up.

I don’t know whether it 1s 12, 14, or 15. That was given you to give
you the parameters of what we looked at in 1969-70.

Mr. O’Hara. The CED is not recommending increased taxes to
increase support for public education ? .

Mr. Evgrre. Not in this document. What we did say———

Mr. O'Hara. Would you advise me to hold iy breath until you do
recommend it?

Mr. Eserre. No.

Mzr. O’Hara. Then you are talking about, in fact, shifting the burden
more onto individuals and less—that is the plain meaning of the first
sentence of the second paragraph on page 18, more onto families and
individuals and less on the public support.

Mz, Eperue. That is correct.

Mr. O'Hara. The whole business of effectiveness and efficiency, in
finding much greater effectiveness and efliciency for student assistance
than decreases in tuition or whatever, is based on an economic model
that I am not sure is valid because I think it probably assumes too
much rationality in the consumer, saying that if the consumer could
get 4102 by way of grant then he would prefer that to a $100 tuition
decrease.

I don’t think that is so. I think there arve a lot of people who would
be attracted by the $100 tuition decrease that would not be attracted
by a direct grant program. There is the whole business of redtape and
handout and so forth. It turns a lot of people off.

I think the efficiency and effectiveness of your case is overstated. And
with respect to that, I hope you are aware of thie experiment conducted
out in Wisconsin at two of the university centers during this past aca-
demic year, where they found that cach $100 decrease in tuition re-
sulted m an enrolliment increase of between 4.8 and 12.2 pereent of the
average increase for the Wisconsin system. A substantial number of
the additional students who enrolled said they could not have attended
collega at all except for the combination of low tuition and geographic
access, commuting distance.

T am not at all sure, especially in light of the community college
experience, that there isn’t a lot to that. It may not be as rational as
the model but it may be more realistic. '

In any event, I will want to emphasize I am happy to see your rec-
ommendation of the committee.

You would advocate, one, “that Federal funding to undergraduate
education be primarily through grants and loans to individual stu-
dents in accordance with their ability to pay;” and, two, “that the fund-
ing pattern of State governments place more emphasis on grants and
Joans to students acrording to the same critevion. but” and it is the
but I want to get some emphasis on because I don’t think anyone really
has read this into your recommendation.

l{lC l'." g
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I know it is a part of your original recommendation because your
argument is all the other way, but that the States have a witle range
of choice between. direct stndent support and support of institutions.

Presumably, if a State wanted to go in a direction that places much
heavier emphasis on providing easy access to low- or no-cost public
higher education, and wanted to put more into their institutional
support, that wouldn’t be disagreeable to you gentlemen.

Mr. Eperce. That is vight. ‘

Mr. O’Hara. I want to thank you very much for coming,

Mr. Egerure. Mr. Chairman, thank you for the opportunity for my
colleagues and inysélt to be here. I would simply close by saying I think
we have a common objective which is more support for quality
ecdlucation.

We may differ on some of the ways, but the crisis is here and we are
going to have to move fairly quickly or both public and private schools
are going to be under even greatev pressure than they are today.

M. O'Hara. I want to assure you the committee is moving. It will
take a little while,

Thank you very much.

The subcommittee will stand in adjournment. We will meet again
at 10 o'clock tomorrow morning in this room to hear from witnesses
from the Carnegie Commission and the Newman Task Force.

[Whereupon, at 12:22 p.n., the hearing recessed, to reconvene at
10 a.m. Tuesday, June 25, 1974].
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STUDENT FINANCIAL ASSISTANCE
(Miscellaneous)

TUESDAY, JUNE 25, 1974

House or REPRESENTATIVES,
SpECIAL SUBCOMMITTIEE ON EDUCATION
or TiE CorMrrres oX EpucartoN axp Lasor,
Washingion, D.C.

The subcommittee met at 10 a.m., pursuant to notice in room 2261,

Rayburn House Office Building, Hon. James O'Hara presiding.
resent: Representatives (S’qu'a, Dellenback, I.ehman, and
Benitez.

Staff present: Jim Harrison, staff director; and Elnora Teets, clerk.

Mr. O’Hara. The Special Subcommittee on Education will come
to order. Today the subcommittee will continue taking testimony from
organizations that have been doing research and making recommenda-
tions in the area of our own current concern, that is, student assistance
programs.

Our witnesses today are going to be representing the Carncgic
Council on Higher Education and the Newman Task Force. But before
we turn to the witnesses speaking for the Carnegie Commission and
the Newman Task Force, we are privileged to have with us this morn-
ing one of the Nation’s outstanding public servants and edncators,
Arturo Morales-Carrion, president of the University of Puerto Rico.
formerly Deputy Assistant Secretary of State for Latin American Af-

irs.

President Morales-Carrion has asked to be heard briefly on the issues
as seen from the point of view of his institution and of the Common-
wealth of Puerto Rico.

Mr. President, would you please take your place at the witness table.
We would like very much to hear from you.

STATEMENT OF HON. ARTURO MORALES-CARRION, PRESIDENT OF
THE UNIVERSITY OF PUERTO RICO

Mr. Morares-Carrton. Mr. Chairman, members of the subcommittee.
as president of the University of Puerto Rico, I am very appreciative
of the opportunity to make tzis brief statement before the U.S. ITouse
of Representatives Special Subcommittee on Education regarding the
needs of Puerto Rico in the student assistance program.

I am grateful for the subcommittee’s interest in the subject and
reassured by the presence on the subcommittee of the Resident Com-
missioner of Puerto Rico, Fon. Jaime Benitez, one of our top experts
in the field, particularly knowledgeable in all matters pertaining to
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“the University of Puerto Rico, which he led for many years with
marked distinction.

Tam coordinating with Mr, Benitez our efforts to present to the Con-
gress full information on the student assistance program as well as
on the overall needs of our university system. I have given the Resi-
dent Commissioner a long statement in Spanish which I recently pre-
-sented to the Commonwealth legislative assembly concerning the ur-
gency of additional funds for the university, so that both he and the
committee are well informed as to our present situation and our
critical needs. I regret, sir, that I don’t have a translation at this time
‘to insert into the record.

I am submitting for the record a letter T wrote on J une 20, 1974, to
Chairman O’Hara in which I outline the operation of our student as-
sistance programs, financed by both the Federal and the Common-
wealth Grovernments, and adding up to a total, in round figures, of
over $14 million. Approximately half of this amount—=$7.240,000—
comes from Federal sources while the other half is funded by the
Commonyealth. The Commonwealth contribution, however, and I
would like to stress this point, is mainly for scholarships—$6,7:46,- |
000—while the bulk of the Federal money goes to work and study
aid—%1,600,000—or Federal guaranteed loans—$2,667 ,000.

The Commonywealth legislative assembly has appropriated over the
years generous sums for student scholarships, as evidence of Pnerto
Rico’s faith and interest in higher education. This steadfast public
support has enabled the University of Puerto Rico to evolve into an
islandwide, State system of higher education. Its dynamic growth is
attested to by the fact that we now have over 50,000 students in three
campuses, six regional colleges, which are the equivalent of commu-
nity colleges on the mainland, and one university college; and we
expect, if projections are correct, to have 23,000 additional students
by 1980,

We are facing this great challenge of growth basically with onr own
Commonwealth sources. The Federal contribution is less than 15
percent. of the university’s operational budget—a proportion sig-
nificantly smaller than that veceived by an average State institution on
the mainland, May I remind the subcommittee that according to the
report of the National Commission on the Financing of Postsecondary
Education, 27 percent of the income of postsecondary educational in-
stitutions on the mainland was received from the Focloral Govern-
ment—page 130, '

We need an increase in resonrces for both student assistance and
institutional development. We must, strengtlien in Pucrto Rico our
educational offerings at all levels: Underg aduate, graduate and pro-

fessional, and in the critical area of manpower raining for short
carcers, technologically oriented. Alongside. with broad emphasis on
a liberal education, vital to the understanding of a modern democratic
society, we must stress technical education leading to productive em-
Ployment in an increasingly industrialized economy. And we must scelc
new ways to make education available to all, through the expansion
of extension services or the new emphasis on continuing or further
eclucation. :

Dollars invested by the Federal Government in Puerto Rico’s higher

education, therefore, will go a long way in helping the Conunonwealth
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at a critical stage in its development. Really our main assets, gentle-
men, are our human resources. The more we train them, the more they
«can contribute to develop in Puerto Rico a productive, healthy, demo-
cratic society. They are, we think, a great multiplier of effort and
hope. We shall do our utmost with our own limited fiscal funds, but
the Federal Government can give us a good helping hand in our
-endeavor. :

Mr. O’Hara. T might say that you have a champion here on the
.committee. The University of Puerto Rico is certainiy not going to be
.overlooked with our good friend, the Resident Commissioner, Mr.
Benitez, as a member of the committee. He is going to make sure we
.don’t overlook the needs of-itte university, or of the people of Puerto
Rico.

T am concerned with respect to the statement in your testitmony
pointing out the lower level of support for the University of Puerto
Rico than the average level of support from Federal sources for post-
secondary instruction on the mainland. I wonder if—and I don’t hap-
pen to have a report of the Commission right before me, but I wonder
if you could recall for us any reason why that might be the case.

Mr. Morares-Carrron. There are several reasons. For one thing,
sometimes we are unaware of possibilities of Federal aid to the Island.
Theve are programs which have been extended to Puerto Rico but
sometimes we don’t have sufficient information on the nature of the
programs, the conditions that have to be met in applying for Federal
aid, the deadlines and so forth.

TWe have to develop the art of grantsmanship in certain areas in
the sense. that we, in the competitive grants, have to prepare our pro-
posals according to certain formats which are devised here in the
Tnited States. Somctimes we get information too late. It is sent by
surface mail and we get this informataion late and there is practically
little time for us to get together and work out our proposals.

But, in general, I think many of the problems that we have in the
field of higher education have not been realized by the Federal agen-
cies here and we ave trying now, with the help of the Resident Commis-

-stoner here in Congress, and with the help of the Office of Puerto Rico
in Washington and with our own personal efforts, to establish more
of o Puerto Rican presence before the educational agencies of the
Federal Government.

Mr. Bentrez. Will you yield for a moment, Mr. Chairman?

Mr. O’ITara. Yes.

Mr. Bextrez. I may add two or three reasons why this is so. In the
first place, the University of Puerto Rico, until quite recently. has not
been a doctorate university and it has concentrated preeminently on the
B.A. degrees and the professional schools. Now, most of the Federal
funds available ave on & competitive basis for research purposes and
for the postgraduate student, which we are developing now.

The reason why I was so interested yesterday in the discnssion con-
cerning whether there should or should not be divect grants for the
college program is because certainly I believe that the college programs
are paramount. But this is one ot the fundamental responsibilities of
edncation which gets blocked ont of assistance, if you don't have sup-
porting postgraduate and graduate programs.

o - 18
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To go on to the other point, President Morales-Carrion is making
is that most of the higher education grants are at present on a rather
competitive request basis and in Puerto Rico, because we have been
outside of the mainstream, we don’t participate as the others do.

Mr. O’Hara. I notice, Mr. President, that there is rather a substan-
tial program of scholarships?

Mr. Morares-Carrron, Yes, that is right.

Mr. O’Hars. On what basis are they awarded? Is it financial need
or academic promise? ‘

Mr. Morares-CarrioN. Basically financial need, and academic per-
formance are taken into consideration. But the basic criteria is related
to the financial need of the student. We are trying to see that every
student who requests some financial assistance is able to get some kind
of aid from the University. As we describe in the letter, we have a
rather complex system of combining the legislative aid provided by
Puerto Rico with the different types of aid from Federal sources.

Mr. O’Hara. Mr. Dellenback, do you have any questions?

Mr. DeLensack. Thank you, Mr, Chairman.,

Mr. Morales-Carrion, we welcome you and are grateful for your
statement and for your coming to us and giving us the benefit-of your
knowledge. I would join, as need be done, the expression that the chair-
man already put in the record about the concern and interest that Dr-.
Beuitez has shown. He really does follow this carefully and I am sure
he is on the subcommittce because of his own deep interest as well as
his very extensive experience in this field of postzerondary edneation.

We consider him a very valuable member of the subcommittee and if
there is any question about that among his liome constitutiency, we
hope that you disabuse them of any concern and let them know how
valuable we consider him as a member.

I note that in line with what this subcommittee is looking at. vou
have confined your dollars testimony to the question of student assist-
ance programs. -

Mr. Morares-CarrroxN. Right.

Mr. Derrexpack. I note from what you say that the total figure of
about $14 million is split about 50-50-—50 percent from the Common-
wealth funds and 50 percent from the Federal money.,

Do you have any figures for us that would deal with more than
the student assistance progras? I gather when you get down to the
percentage of total income you are not dealing just with student as-
sistance funds, but rather vou are there dealing with total income
when you say the Federal contribution is less than 15 percent to Puerto
Rico whereas it averages 27 percent of the income of postsecondary
institutions on the mainland. What is the total Federal contribution?
Do you have a fisure on that 2 :

Mr. Morarrs-Carrion. T don’t have that. It depends on the pro-
grams you see, because we have scholarships and we have contributions
made to the Nuclear Center whicl add up to nearly $3 million. We have
a very substantial contribution made to the medical seiences and dif-
ferent grants, smaller grants, I should say, and then there is a sub-
stantial contribution to the agrienltural agencies which have a Tong
history hehind them.

If we add all of the contributions that we get to our operational
budget, including, let’s say, contracts with the Commonwealth by dif-

.
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ferent agencies, and contracts with the Federal Government, or these

grants from the Federal (Government, the total would come to be

around $160 million. The figure I got yesterday from our budget
officers is that the Federal contribution would be in the neighborhood
of $24 million out of $160 million. It is in the neighborhood of 15
percent. But that is adding the contvibutions made to the agricultural
agencies, which is a contribution mainly for the support of extension
work. So, we cannot, consider that too much of the contribution.

Mr. Bentrez, Will the gentlemen yield ? I unfortunately have a good
memory and can remember very well the distribution of these funds
when I had to deal with them. The principal sources of income is for
the experimental stations, agricultural experimental stations, and the
extension service, and these would add, now, under the terms of what
Mr. Morales-Carrion speaks of, about $8 million. ’

Then you have the contribution to the medical center. We have a
very large medical programm iu the school and we would be getting
something like %8 to $10 million as far as the research work that is
going on 1n the medical school. Then the rest includes this fund for
student assistance and programns that get special support, such as
in education where we have a number of programs which complement

- the classroom such as work-study programs and so forth.

But, basically, the estraordinary thing about this is that there is
very, very little Federal funds going directly into the support of the
institutional education program of these 50,000 students at the uni-
versity Tevel. The medical schools is limited, and with respect to the
acrienltnral school we ave talking about a very small group, and
likewise funds going for a nuclear science is for research on atoms
for peace. So very little of the moneys go directly into the ectucational
process of the 50,000 students.

Mr. DeLrexsack. Excuse me. Go on.

Mr. MoraLes-Carrron. We have a very small, limited number of
grants in that particular area, but nothing significant.

Mr. Deruexsack. That is helpful in giving me the total dollars but
what T am thinking of also, Mr. Morales-Carrion. and I say this to my
colleague, Dr. Benitez, as well, are we finding that we have in exist-
ence Federal programs from which schools on the mainland benefit in
which the University of Puerto Rico is unable to participate becanse
of the nature of the law that we have constructed ?

Are you aware of any substantive laws where, because of the way
we have constructed the authorizing legislation. there is a favorite?
Ovr, is the difference insofar as percentages on the island versus per-
centages on the mainland hecanse of the types of things you referred
to. for example, an inadequate flow of information?

T am trying to make a clistinetion in my mind between what we have
to do legislatively to modify laws already in existence, and what needs
to be done to be sure the provisions of those laws are made known to
students on the island.

Mr. Bexmiez. If T may. T think we will have to look specifically into
this question. which T think is a very fine question and we will try
to give the answer directly.

Mr. Derrensack. I would be very supportive of making changes
it there are blocks in our authorizing legislation whereby students of
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the Commoniealth are not privileged to participate for one reasom

or another.
Mr. Bentrez. The program of the student assistance is not the key
problem. This to which we refer now is the overall budget respon-
sibilities of the university. '

Mr. Denrensack. We appreciate your testimony again, Dr. Morales--
Carrion.

Thank you, Mr. Chairman.

Mr. O’Hara. Mr. Lehman, any questions?

Mr. Lensan. No.

Mr. O’Hara. Thank you very much, Mr. Morales-Carrion.

Mr. Morares-Caxrion. Any other information, I will be happy to-
present to you. .

[Materials submitted by Puerto Rican institutions.]

UNIVERSIDAD CATOLICA DE PUERTO Rico,
Ponce, Puerto Rico, Junc 14, 1974.

Hon. JAMES G. O'HARA,

Chairman, Subcommittee on Special Education,
Washington, D.C.

DEar Sir: By way of an official request from the Houorable Jaime Benitez,.
Resident Commissioner of Puerto Rico, the Catholic University of Puerto Rico
is presenting to the Sub-Committee on Special Rducation, for the purpose of
the public hearing on Federal economic aid programs our reflections on said
program based on our experiences.

For fiscal year 1978-1974, the Catholic University of Puerto Rico obtained in

" Federal monies for the purpose of student aid the following:

National defense student loan ——_ 811,970
Supplementary educational opportunities grant 364, 477
College work study 402, 969
Basic education opportunities grant 361,130
Coop education - - 15,000

In addition to federal aid this ipstitution was granted, during the same period,
from state scholarships the amount of $889,020. With a student population of . .
over 6,500, 87% reccived aid, without which they could not have continued their
education, and the university could not have survived. Therefore, Catholic Uni-
versity of Puerto Rico supports the legislation which help the studeuts reach
their higher education goals. ' ]

Considering that the family income of over 80% of the student population is
under $6,000, and with the ever increasing cost of living in Puerto Rico, we
recommend that the guide lines govéerning the awards of student aid retlect not
only the family income but also this extreme increase in the cost of living in
Puerto Rico. .

Another problematic area for thie Catholic University which concerns studeut
aid, is the delay in the BEOG forms coming from Washington. Aid packages
prepared for. our needy students must be re-done because of BEOG's aid could
not have been considered at the time aid packages were prerared. If this probl: m
could be rectified we could avoid the present duplicity of work and facilitate to-
our needy students a more efficient process.

Again, on behalf of the Catholic University of Puerto Rico, I endorse tlie
legislation now under consideration by your Sub-Comrmrittee which provide federat
assistance to the millions of needy students striving for higher goals in education.

I remain

Cordially,
Francisco J. CARRERAS,
President.
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Un1veERsIinAD pE PugerrTo RIco,
Rio Piedraes, Puerto Rico, June 20, 1974.
Hon. JAMES G. O'Hara,
Chairman, Special Subcommnttee on Bducation,
Waslngton, D.C.

Dear MR. CHAIRMAN: In compliance with a letter of the Honorable Jajme
Benitez, Resident Commissioner of Puerto Rico, with regard to the public hear-
ings being held to examine and evaluate the Federal Student Assistance Pro-
grams, I am submitting a series of observations on how these programs are
faring in--Puerto Rico. Also included in this report is a table which presents
the Financial Aid Programs, the number of recipients and amount awarded for
the fiscal year 1973-74.

There is no doubt that both the Federal Student Aid Program and the Scholar-
ships Program, provided by the Comnionwealth Legislative Assembly have been
very effective, since they have afforded an opportunity to a large number of
students to begin and-continue their college education.

The vast majority of our students conie from low-income families and it would
be impossible for thenr to attend institutions of higher education without re-
ceiving sonie type of financial aid. It is necessary tor many parents to borrow
money in order to meet the basic educational needs of their chiildren, creating in
this way, another burden in the finanecial situation of many Puerto Rican families.

At the University of Puerto Rico, there are three types of basic financial aid
program for students: scholarships (becas), work and study and loans. The
main difference between them is that in the first type—the beces, the student re-
eeives financial aid or payment exemption, and does not have the obligation of
repaying the funds received. Nevertheless, he could have the obligation of render-
ing some services while benefiting from the bece.. The second financial aid
program is the work-study programn, in which the student works in- campus or-
oft-campus for a number of hours a week and receives payment for his services.

_In the third program, the loan program, the student receives inoney but must

assume a repayment obligation, under very favorable payment conditions in
terins of amount and dates for repayment, type of interest and possibilities for
reduction of payment (such as eancellation of part of the debt or its totality).
It must be pointed out that the vast majority of students must reimburse the
whole amount.

At the University of Puerto Rico, every effort is made to provide financial
aid to the student who requests assistance. Eowever, the students have a marked
preference for the becas because they do not have to repay the funds received.
The funds for becus are not suflicient, and once exhausted, the student is offered
work, lederal loan or a package aid, according to the amount of funds the
institution has available. Those who do not receive assistance due to lack of
funds are offered the opportunity to apply for baik loans federally guaranteed
(FISLP) to meet their costs of education. For this reason, all students applying
for assistance receive some type of finanecial aid from one source or another, or
from a combination of sources (package aid), depending in the student’s partic-
ular finaneial condition. )

We are making all efforts to convince the students that work as well as loans
are financial aids. But for various reasons, they prefer the aid received through
becas.

AS to date, we do not have the exact figures available for the number of stu-
dents who do not enroll due to the lack of some finaneinl aid. On the other hand,
in many cases once the students are awarded financial aid through the programs
of work or loans, they abandon their efforts and do not continue their studies.

Neither do we have exact information to determine if the reason for discontinu-
ing their studies is of a financial nature, since this is rarely indicated in the
withdrawal form that the students must fill out. We are studying this aspect of
the problem, for we believe that financial nceds are the cause for many drop-out
cases.

Without federal funds, our institution will not be able to provide financial aid
to the large number of students who apply for such assistance. But in an institu-
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tion such as the University of Puerto Rico, which for the present year, 1973-74,
has an enrollment of 50,500 students, the existing resources, both state and
federal, are not sufficient to meet the demand of all needy studeuts. Many stu-
dents receiving financial aid are not receiving enough, and many others are not
receiving any. The aid given covers the basic expeuses such as tuition and fees,
books, room and board, and {Tansportation, but does not cover laundry, clothes
and personal expenses. This would permit their enrollment, but their stay would
not be guaranteed.

Several problems arise in the implementation of federal programs. For ex-
ample, the Basic Educational Opportunity Grant Program, (BEOG) controlled
directly from Washington, uses only one standard for determiuing the eligibility
of all the-nation’s applicants without taking into consideration the variations
in the costs of education aud the differences in the cost of living of the different
places. The allocation as well as the determination of eligibility should be in the
hands of the institution of higher education.

TWith respect to the Federally Insured Loan Program (FISLP) it is neces-
sary to find a way to speed-up the procedures to obtain the loan, for on several
occasions a considerable amount of time has elapsed from the date of applica-
tion to the date on which the first check is reeeived. When a loan is applied for,
the bank shonld only-receive tlie recommendation of the institution and the prom-
issory note specifying the amount recommended. Emphasis must be given to the
need of establishing an office in San Juan to handle applications from Puerto Rico
and the Virgin Islands.

Finally, the creation of a single application is reconunended. This application
showld be in the hands of the institution of higher education. The institution
should determine the eligibility of students and should recommend the program
or programs that better adjust to the financial eondition of eacl applicant. More
flexibility should be allowed in determining the eligibility of the students and a
better evaluation of the students college-related expenses should be made. It is
also recommended that the elements used to determine the needs of a Puerto
Rican family be obtained from actual facts and not from theoretical conclu-
sions, and that uniform methods for determining need be established for all
Federal Student Aid Programs. . ) .

I trust this information will be of help to the Sub-Committee in its deter-
mination tn examine and evaluate the Financial Student Aid Programs.

Coruially yours, )
ARTURO MORALES CARRION.
President.
Enclosure :

UNIVERSITY OF PUEﬁTO RICO, OFFICE OF THE PRESIDENT, ESTIMATED FINANCIAL AID
AWARDED TO STUDENTS, 1973-74

Number )
f Aid

Programs [\
recipientst awarded

Legistative Becas....,
Suppiemental educational opportunity grants.
Basic educational opportunity grants_.
Other grants

11,500 $6, 326, 247
2,500 997, 734
2,954 1, 300, 000
150 120, 000

17,104° 8,743,981
3,000 2, 000, 000

National direct student loans.____ ... S 15 400, GO0
Faderal granted foans___.___.___ 2,700 2,667, 000
Health profassions student loan 230 290, 000
Cuban student loans___ 66 58, 430
Others loans. 125 8,000

Subtotal o e iccmmmmmmemeee 3,836 3,423,430

Total_. e e 23,980 14,167,411

1 please note this is not a single count. The studant’s needs are satisfied by a financtal ard package.

Mr. O’Hara. We will be in touch with you, you can be sure. We
are interested in seeing that equity is provided for the university.
Our next witness was 2 member of the Newman task force, a group
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of distinguished higher educators who were asked some time ago by
the Department of Health, Education, and Welfare to examine the
state of higher education and to report on its needs. Dr. Russell
Edgerton, who is also deputy director for the fund for the improve-
ment of postsecondary education will speak for the task force.

However. 8 word of clarification is in order with respect to Dr.
Edgerton. He was invited to testify with regard to the report of the
Newman task force and he has been assured that the subcommittee is
not going to attribute any statement he makes In that capacity ss
being the views of the fund. As difficult as it may be to distinguish the
private and public views of people in public office, I have assured Dr.
Edgerton I will do my best to go so and I hope those present at the
hearing today will likewise realize that Dr. Fidgerton is not repre-
senting the fund for the improvement of postsecondary education.

Mr. Epeerron. Thank you very much, Mr. Chairman. I am sorry
I have been abandoned by my colleagues, Mr. Newman and Bill Can-
non. But rather than reschedule ¢he hearing at a different time, your
staff decided that we should go ahead and I am happy to do my best
in presenting some of the views which the task force has come for-
ward with. "

Mr. O'Hara. I might just interject that I think it is a very healthy
thing that we have views formally presented because I am sure we

are going to have them urged upon us by Dr. Andringa, ¥ho was~ "

one of the distinguished members of the task force and 1s very much
a part of all of our deliberations and discussions. I am sure he is
going to make sure that the task force’s views are well attended to,

before he is through. But, we would like to hear just what you have
to say.

STATEMENT OF RUSSELL EDGERTON, DEPUTY DIRECTOR, FUND
FOR THE IMPROVEMENT OF POSTSECONDARY EDUCATION, AP-
PEARING FOR THE NEWMAN TASK FORCE, ACCOMPANIED BY
MARTIN CORRY, EXECUTIVE DIRECTOR, NEWMAN TASK FORCE

Mr. Epcerron. Thank you. T would like to introduce Martin Corry,
who as the executive director and coordinator of the task force for
the past several years and the cement which kept us all together.

Two introductory points. The Newman task force is different from
the other groups which have presented testimony to you, in that it was
initiated by the executive branch and included an interesting mix of
independent educators and Government officials. It was charged by the
executive branch to speak to and not for the Federal Government or
certainly for the Department of Health, Education, and Welfare. So
we have constituted ourselves as a kind of ongoing public-private sem-
inar on higher education for about 4 years now, and have profited
greatly from the mix and exchange of views and the kind of partner-
ship which has developed between the Government representatives and
the independent representatives.

Tet me reinforce and reiterate your generous point at the beginning
that I do not speak for the administration or the Federal Government,
but for the Newman task force. '

Second, we assessed our comparative advantage not in terms of un-

dertaking the kind of sophisticated economic analysis which has been
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done by groups such as “CED,” such as the National Commission on
Finance and Postsecondary Education, but rather we decided that our
comparative advantage lay in reflecting upon the changing conditions
in society and in higher education and relating those conditions to
rationales and forms and procedures of Federal support toward higher
education.

The produet of our thinking over the last 4 years has been two task
force reports, one issued in March 1971, now called the first Newman
report, and the second one issued in October 1978, which is referred to
as the second Newman report. But we also have in addition to that, o
number of occasional papers, background studies to justify our partie-
ular recommendations, such as the “G.L. Bill for Community Service,”
which I will mention this morning. ‘ .

Three of our specialized papers have been published, “The G.I. Bill
for Community gervice,” “The Report on Graduate Education” and
“The Report on Data and Decision Making,”

Several others are short of being in publishable form. We still have
ambitions of finishing them, but we find that the task force efforts go
on, and on, and on, and at some point we have to stop and call it quits.
Weare about at that point.

Thinking about what we have written and how it bears upon your
concerns with title 4. T would like to synthesize o views around three
topics. One, the implications of what we call the paradox of access.
Second, the implications of the so-called new domain of postsecondary
education. And third, the implications of the increasing pressures for
accountability, particularly reflected in the policies of State govern-
ments, but also revealed in the commissiori on financing postsecondary
education, and of great concern to the Federal Government in the ox.
ercise of increasing management responsihilities over higher education.

Let me turn quickly to the implications of what we call the paradox
of access. We were very impressed with the fact that as college oppor-
tunities are made more and more available, as college becomes an ex-
pected part of growing up in Ainerica, going to college becomes less
and less a matter of deliberate self-conscious choice on the part of
young students. Rather, many students, we found, were drifting from
high schooi into the 18th and 14th year of college without really stop-
ping and going through a kind of process which one would hope one
would go through, before one utilizes the kind of expensive public re-
sources for higher learning which are involved in a collegaagducation.

So, the problem we posed for ourselves was, “How does one, in a
seciety becoming increasingly equalitarian in character, preserve col-
lege as a place for students who are really motivated to learn ?? Stated
differently, as the Federal Government incrementally removes the
barriers of the lack of income to go to college, and as college removes
the barriers of selective admission policies. on what basis does it become
reasonable to select new students to attend higher education ?

Our concern about these problems was reinforced by the fact that
preparation for adulthood generally in our society is becoming more
and more a matter of formal schooling. School is becoming more and
more an inclusive social institution within which people grow up, rela-
tive to other institutions.

Jim Coleman, in a recent study for the President’s Science Ad-
visory Committee. which I commend to this committee, entitled
“Youth to Adult: Instituti(Ts(;j,n_;I‘ransition,” focused a lot of analysis

it
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won this very problem. Schools institutionalize young people in rela-
tively passive roles. Higher education is, in a sense, a spectator sport.
Opportunities for leisure activities outside higher education institu-
tions are increasing, but opportunities for young people to contact or
come into contact with the productive aspects of American society are

decreasing, through minimum wage legislation, difficulties in getting

jobs and all sorts of other phenomenon which the new Coleman report
describes.

So, this reinforced our concern about the tendency of the paradox
of providing increasing opportunities for students, the paradox being
that those opportunities might be less valued then they were previ-
ously. In addition, we were impressed with the fact, although this is a
controversial point, that direct experience, stopping out for a time in
one’s educational career, produces a more motivated student in return-
ing to college than would otherwise have been the case if the student
had stayed in school.

We have done, on Martin Corry has done, a fair amount of investiga-
tion of the experience of World War II veterans coming back to col-
lege. Many educators argue tnat this was the “hayday” of American
higher education, that these people coming back from World War II
were the most highly motivated and effective students American higher
education ever had. So, coming off of those various concergs, we have
recommended that the Federal Government give consideratign to a new
Dasis for supplementing existing student aid programs, a mew basis
for award of student aid, based on the analogy of the GI bill; that is,
allocate student aid funds to students who stop out for a period of
service, not military service, but domestic service and various volun-
tary and social action programs. These students would accrue bene-
fits on a monthly basis for their service similar to the benefits which
people in the military service accrue. Then these benefits would bo
applied against tuition requirements when they reenter postsecondary
education.

In addition, we have some recommended modifications in the work-
study program, based on the proposition that work-study is now essen-
tially a technique of financing access to college. It could become a
technique for making the learning and work experience more integral
in nature and more effective as a part of the student’s college career,
particularly if one could recapture some college work-study funds and
provide them on an inceutive grant basis to colleges for making those
work opportunities really meaningful. Here we could learn something
from the university year for action program about the value we would
get from these increased student aid clollars.

Second, the implications of the new domain of postsecondary edu-

cation. You, on this committee, have wrestled with this problem. And -

I remember early in the deliberations of the National Commission on
Financing hearing rumors that the first two or three meetings were
gpent trymg to draw the boundaries of the enterprise the Commission
was supposed to study. It is a very tough problem.

In your consideration of the student aid program, title IV, eligibility ‘

considerations run all through your deliberations. The issuc—what
are the implications of this new domain of postsecondary education
for drawing eligibility requirements for student allocating and in-
stitutional aid?—is a subject which we feel is of urgent importance
and not sufficiently discussed.
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Ingreasingly, since 1952, this committee and the programs under its
jurisdiction, has delegated to professional and regional accreditating
associations the responsibility for determining eligibility for a variety
of educatonal programs. We are imnpressed with the burdens which
have been put on this system of accreditation. Let me mention three in
particular. '

Accrediting agencies are by nature fraternal and exclusionary orga-
nizations of peers, with a natural tendency to resist emergence of new
professional groups or occupations, and thus to lag behind in their
nclusion of membership the new kinds of institutions and new forces
that are emerging in society. Jiven the 2-year colleges had to fight to be
included in the regular accreditation system.

With the professional societies, the conflicts and disputes between
established groups and emerging professional groups are even more
50 the first problem is that there are the institutions that
might be eligible for Federal funds that are not now included in the
jurisdictionzﬁ purview of existing accreditation organizations.

The second problem is that the interests of the accrediting agencies
are really in the quality of the academic programs, not the new con-
cerns and accountability responsibilities of the Federal Government
for policing a whole variety of new institutions for fraudulent prac-
tices. Truth-in-lending practices, defaults on the guaranteed student
loan program, and other issues, are really too much to expect peer
membership associations to undertake in behalf of a Federal responsi-
Lility. In short, the interests of the Federal Government exceed in
some areas the appropriately legitimate and expected activities which
we can ask of the accreditation agencies.

The third problem is less noticed than the problem of loan defaults
and the concerns of articles one reads in the Washington Post by
reporters such as Eric Wentworth. It is that, in some cases, the con-
cerns of the professional and regional acerediting agencies exceed the
concerns of the Federal Government. Various professional and
regional organizations are concerned about a range of academic input
standards—the quality of books in the library, the number of creden-
tials of faculty members, the characteristics of the plant—which are
not necessarily related to the ability of those institutions to provide
cost-cffective education for the students who enroll in them.

So we see, in a number of areas, Jess than a total coincidence of inter-
est between the acerediting mechanisms and the Federal Government.
We believe that there has been a tendency to rely cxcessively on the
accrediting mechanism for the purpose of satisfying & number of eli-
gibility functions at the Federal Government and a variety of program
needs. We have a number of recommendations to make ahout that. e
ran get into them, if you wish, after my formal remarks.

The final implication I wanted to talk about. in relationship to the
particular concerns of this committee, is the increasing accountability
pressures which are being converted into demands. by Federal and
State Governments, on institntions. . )

Increasingly, across the Nation, particularly on the part of the
States, we are witnessing tighter and tighter budgets. line-item
budgets, faculty contact hour legislation, other kinds of cost-time re-
quirements—efforts, in short, designed to specify the resource input.
requirements in great detail. in the hope of leveraging more efficiency
on the part of educational in<titntions.
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Increasingly, we find that reporting requirements are escalating,
dramatized by the National Finance Commission’s recommendation
that there should be uniform cost standards developed for all academic
institutions.

Increasingly, States are developing stafls which are more vigorously
looking into (uestions of evaluation and assessment, approving new
degree programs, declaring moratoriums on development of new pro-
grams, trying to work out jurisdictional treaties between public and
Private systems.

We feel that there are dangers in this trend if it continues like it
has in the last 3 to 5 years. The dangers are the building of internal
rigidities into the institutions, and removing the possibility that vari-
ous cducational institutions can compste with one another across
jurisdictional lines on the basis of the quality of the services which
they offer.

Clearly, State officials and Federal officials use what leverage they
have to solve problems which they perceive as important problems.
We feel that regulatory activities tend to be easily grabbed hold of
and easily misused, and that incentives tend to be too easily forgot-
ten—yet in the long run incentives are effective. Thus, we encourage
the States to use incentives such as student aid programs, and incen-
tives such as discretionary grant foundations, to achieve many of the
same purposes which they would otherwise achieve by resorting to an
increasing variety of regulatory, supervisory, and managerial activi-
ties over the educational institutions. This is a general po?icy proposi-
t*on. Tt needs back up, detail and more conversation. But we hope that
the debate and discussion concerning both the State student aid incen-
tive programs, as well as the possibilities of encouraging more discre-
tionary grant programs, can be viewed iu the overall context of “how
does one encourage accountability in higher education ?”” We hope that
simply management techniques, putting the Government in the role ot
managers of institutions, is not considered the only device for attain-
ing accountability. Accountability can come through a variety of
forces operating on an institution, encouraging the institution to move
in socially productive directions.

This concludes the three arcas which I wanted to identify as the
thinking of the task force related to your title IV concerns. I have
stated problems rather than specific recommendations. We have some
of those and I can return to them in any of the areas you are interested
in. Thank you.

Mr. O’ILiza. Of course, the series of articles appearing during this
week in the Washington Post has aroused new interest in the whole
accreditation question. The Post articles are not the first ones to appear
on the subject, as you knoy.

T was wondering if the reports of the Mewman task fovce had any
relevance to the questions that are heing raised in these articles and,
if s0, if vou can elucidate on that subject ¢

Mr. Encrrron. We have some highly generalized statements about
the accreditation and eligibility in the second Newman report. We
have done a great amount of work in a specialized paper which was
published, or. more appropriately, leaked, in draft form in November
1971, We are still refining this paper. and have not yet published
a statement of our own position on acerediration and eligibility.

Q “,
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It 1s discussed, however, in a very comprehensive and important
study recently issued in dvaft form by the Brookings Institution,
undertaken by Harold Orlans at the request of the Department of

Health, Education, and Welfare, precisely to focus on the issues of

the tie-between eligibility and acereditation. Some of my information
is gleaned from that report more than our own work.

Our basic proposition is that the policy now underway within the
Office of Education is going in the wrong direction. The policy now
underway is that the accreditation and institutional cligibility staft
of the Office of Education is increasingly developing more supervisory
controls over the regional and professional associations. trying to
encourage them to tale seriously the Federal standards, and questions
which the Tederal Government needs to have answered, and reflected
through the accreditation process.

We believe, in contrast, that there should be a clear separation be-
tween eligibility, on the one hand, and accreditation, on the other; that
the Federal Government, in all of its programs, should clarify the
criteria by which eligibility is to be determined (such things as finan-

cial responsibility, or on an honest disclosure policy), and then ask the-

accrediting agencies if they wish to administer these Federal stand-
ards in the normal course of their peer review evaluation.

But the standards would be clarified—they are not now clarified—
by which the Federal Government is making eligibility decisions. At
the moment, the Federal Government has simply procedural controls
over accreditation. Congress delegates the eligibility functions to tle

Oftice of Education, the Office of Education delegates it to acerediting:

agencies and nowhere in that process does one define what the crite.
ria are by which the cligibility decisions are to be made.

Second, we feel that too little attention has been paid to the pos-
sibilities of protecting consmmners by requiring reliable, honest, and
data-based disclosure statements from educational institutions. For-
instance, if there were a requirement—and we would never recom-
mend this without going on an incentive basis and experimenting with
it first—that institutions annually disclose the basic charncteristics
about their educational process (the length of time, the time it takes
average students to complete a degree, the facnlty-student ratio. a num-
ber of indices which are related to the character, quality, and effec-
tiveness of their educational program), and if these statements were
available to students secking to enroll in institntions. students would
have a more reliable basis for making intelligent decisions than they
do now.

(ilossy cataiogs of colleges are not necessarilv the kind of documents
that ono would use to make what could be called an investment. deei-
sion. It may be that there ave ways to develop categories of informa-
tion which could be provided. The professional associations, for
example, now, in some of the disciplines, provide information about
the average length of time it takes to get degrees. But this information
is not pulled together in one place. and it is not built into a kind of
mformational svstem which would put more and more responsibility
and adequate information in the hands of eonsnmers. ’

Mr. (’ITara. Like we shonld get a truth-in-education law.,

Mr. EncerroN. Something like that.

Mr. O’TIara. That is a revolntionary proposal.

O S )]
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Mr. Encerron. Less revolutionary and less interventionist than
uniform cost standards.

Mr. O’'Hara. Well, I would say so, ves.

Mr. EncerroN. There are o variety of programs that scem to work
adequately well, that do not rely on accreditation at all. The social
security benefit system payments is one, and most rescarch and de-
velopment funds and most manpower training program funds do not
utilize the existing peer review accreditation system as a basis for
determining eligibility.

In particular probiem areas, such as the guaranteed student loan
program, it may bethat what we need isa kind of special purpose eligi-
bility mechanism which tales some of the heat off, some of the responsi-
bility and the buyden off, the acereditation enterprise itself to satify
those particular Iederal functions. This wonld enable the acereditation
agencies to do what they do best. T have always thought that putting
an accrediting agency team in the dual role of a cop to the Federal
Government and a technical assistance consnltant, looking at academic

uality and being helpful to the institution, is a very diflicult kind of
thing to do.

M. O’Hara. We could in cffect require that the institution be an |

accredited institution which also has certain specified qualifications in
addition to being accredited. !

Mr. Epcerrox. The Orlans study recommends that acereditation be-
come one but not the only condition for eligibility. So that in some Fed-
eral programs at least, some of the problem ones, one would start with
the accredited university and then develop procedures and mechanisms
for looking at some of the financial and other accountability interests
that the Federal Government has.

That solves, in part, one of the problems, the lack of interest on the
part of the accrediting agencies in being policemen for IFederal ae-
countability ; but it does not solve the other problem of giving aceredit-
ing agencies a governmental sanction to increase the number of books
in the law libraries around the country, or lean on programs because
there are not enough Ph. D.s in the night law faculties—uall this, not in
the name of acereditation alone. but in the name of acereditation plus
the leverage of the Federal Government’s money. That is, I think, a
serious problem.

We also believe that NTE, the Fund, and other diserctionary grant
ageneies, could encourage new modes of acereditation, The question in
an equalitarian society is: “Who are the peers? Who ought to be the
people that review edueational institutions, and for what purposes?”
That is an interesting question and the question needs to be asked
whether content specialists, which is essentially what the academic
faculties are who now go out and accredit programs, are the only kinds
of specialties or talents, required to male the kind of judgments that
weare talking about.

That takes me back to the need to clarvify what the judgments are
that we are talking about. Tf we are talking about policing proprietary
schools for tuition refund policies, and things lile that, academic peers,
content specialists, are not necessarily the kind of people you would
antomatically think of to undertale that task. If we are talking ahout
somo other kind of judgment, then academic content specialists might,
be very valuable for that kind of task. So we need to soit out the struc-
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tural and functional questions, and develop some special purpose eligi-
bility systems to solve particular probiems. We need a special-purpose
eligibility system to solve the problems of the proprietary schools and
defaults. We need a special-purpose eligibility system to enable new

“institutions and different institutions to have access to the same benefits

which established institutions which are accredited by.the membership
agencies also have, I.don’t know if you want to go on with that or not.
These are general views,and I can get more specific. )
Mr. O'Hara. I have not yet read the Orlans report and I am going
to have to do that before we conclude these hearings and get into those

‘questions.

Mr. Epcerrox. I strongly encourage a hard look by this committee
into that particular relationship, between eligibility and accreditation.
I think an airing of the issue with the foundation developed by the
Orlans report would be a very productive thing for this.committee to -

do. S

Mr. O’Hara. Well, I have already promised Mr. Dellenback and
others that we will consider that question before we complete our in-
vestigation and I have an intention to do so.

Mr. Dellenback, any questions?

\fr. Dercexeack. Thank you, Mr. Chairman. :

I must confess that I find this discussion provocative, and it raises
o whole sevies of roads which we ought to walk down before we malke
a mechanistic or programmnatic decision as a recommendation to the
full committee.

T have felt very strongly this is a fund that has great potential, and
the moneys that I see coming out of the Appropriations Comumittee
at thisstage ave, in my opinion, inadequate.

Mr. O'Hara. Both you and others have spoken to me on that subject.

Mr. Derrexsack. Hopefully, it is a real interest which you ex-
pressed in the past and where we go will lead to some significant joint
action. I think rather than ask questions on specifics, or on the ideas
that you have been talking about—which are very valuable—I will not
go into the details now.

I have no questions, Mr. Chairman.

Mr. O’Hara. Mr. Benitez, any questions?

Mr. Bextrez. Well, in the first part of your talk pertaining to para-
doxes of providing educational opportunities you talked about the
growingly passive role of university education. What are the manifes-
tations of that, if you can give me an answer to that question? Are you
saying that education now is more passive than it was in the past? The
question is: Is this the consequence of the democratization of the
university ¢ - : '

Mr. Epcerron. No, I think that education is intrinsically an institu-
tion in which young people are in a relatively passive role of reading,
writing, listening, reflecting, abstract reasoning. That is fine, and there
is an interesting debate as to whether or not academic institutions
ought to involve themselves in additional kinds of nonintellectual’

“activities or encourage students in them. The point I was trying to

make is that thisinstitution, which inevitably instructs people in a cer-
tain way, has now been expanded to encompass more than half of all
high school graduates in the country; and whereas some people learn
best as listeners, and as readers, and #s abstract thinkers, there are a
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lot of other ways to learn, including engaging in problem-solving ac-
tivity, engaging in work, being asked to be on a task force to study
. higher education, testifying before a congressional committee—a vari-
ety of ways in which learning occurs. What we have done is to expand
-one style of learning to over 50 percent of the 18-year-olds in the coun-
try. That is a little simplistic, and a little strong, but that is the propo-
sition. :
Mr. Bexntrez. My difficulty with your explanation is in the assump-

tion that reading a book is passive activity and it would seem to me as .

a confirmed bookworm, that reading a book can be not.only very stim-
ulating, but intellectually active and that in a basic sense we make a
very serious mistake if we assmne that activity, initiative, imagina-
tion, creativity doesn’t involve movement and action. Most of the im-
portant things that you associate with man’s intelligence take place
without particular movements. So I didn’t want the education in-
volved in operating and working library-tabbed with the implication
of passivity.
' hMl'. Epcerron. I don’t want them tabbed either. I would agree with
that.

Mr. Bextrez. OK. Thank you very much, Mr. Chairman.

Mr. O'Hagra. Mr. Lehman.

Myr. Lemaran. I was just interested in that problem you brought out
in which a fellow in national service would come after high school and
he could réceive the same kind of educational benefits that GI’s did at

the end of World War IT and perhaps the Vietnam veterans are doing -

now. Would you anticipate any academic credit for this sexvice ?

Mr. EpcerroN. No.

Mr. Leanax. It would be just a form of equivalent but not military
-service by which they would gain a certain amount of educational
benefits and serve as a buffer zone between what you seemto thinl of
now as a meshing of high school with the 13th and 14th grades and no
-lecisionmaking process?

Mr. EpcerroN. Right. It would be an alternative to national service

in the sense it is not a compulsory program like national service has
been conceived as being. It would in a sense, be an incentive to legiti-
mate stopping out. A high school student could make an argument to
his parents. “If I stop out and work for a year or two, I will accrue
benefits that can later be applied to tuition.” It may encourage, our
assumption is, an additional sense of direction, and sense of purpose
and maturity. We found in the various studies that we have done, that
this activity is positively related to this kind of maturity.

Mr. Lexnman. I should say the most motivated people we ever had
in higher education institutions were those that caine out of the sevv-
ice of World War IL I don’t know if we will ever find that group
again any place, but what you are trying to do is look for them.

You mentioned college work-study. The problem I found with
work-study is that it is too narrowly targeted cither for those who work
in the school itself or in nearby nonprofit organizations. I certainly
would hope to see work-study assistance broadened to include others
than nonprofit organizations and also academic credit given for their
work rather than, you know, sweeping up a library or raking leaves in
‘the campus grounds where most o1 too much of this work is now.

Mr. Epcerton. I respectfully disagree, though, with the notion that
work in and around colleges necessarily has to be given academic
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credit. Our recommendation is that a service learning or a work-.

learning experience can be a very important thing for a student,
whether it is recognized with credit or not, that work-study could be

‘encouraged to become more than a financing technique and a genuine

kind of educational experience; that somehow we have to provide
incentives to colleges not to have students do the kind of mundane
things that colleges need to have done, but to make these work experi-
ences a reproductive experience. ‘

I would encourage some coordination and thinking between the
university for action program and the college work-study program
because I think they have paved the way for some of the kinds of

things that work-study could do. -

Mr. Lemyran. Thank you. That whole idea of this national service
for the college benefits is something that we really have to look at
a long way down the road. We do not have anyJkind of legislation for
this right now, have we? ) o '

Mr. O’Hagra. They have a provision like that in the ACTION
agency. No funds are in it, though. At least we have none this year
etther, I understand. But they have a program. Mr. Edgerton, I thank
you very much for coming before us. I look forward to seeing you
again with your other hat on touching on subjects of mutual concern.
Thank you. :

Our last witness today is Dr. Margaret Gordon of the Carnegie
Council on Higher Education which, as you are all aware, has done
so much valuable work in the field of higher education. Dr. Gordon
will discuss the student financial assistance recommendations of the
Carnegie Commission on Higher Education, Her prepared statement
will be printed following her testimony.

STATEMENT OF MARGARET GORDON, CARNEGIE COUNCIL ON
HIGHER EDUCATION '

Dr. Goroon. Thank you, Mr. Chairman. :

I would like to apologize fov Clark Kerr’s not being able to be liere
this morning. ¥e has had an exceptionally lieavy schedule in recent
months and it was going to be rather complicated for him to fit this in.
I am going to try to be a very imperfect substitute for hun.

Mr. O’Hara. Weare pleased you can be with us.

Dr. Goroon. Let me say that the Carnegie-: Commission did its work
over the peviod from 1967 to 1973. It issued 21 special reports, its final
report, and a great many other publications. In discussing the issues
this morning, I will be presenting the views of the Carnegie Commis-
sion, whicli went out of existence in the fall of 1973, rather than those
of the new Council on Policy Studies in Higher Education, because
that council has not yet had an opportunity to review all of the issues
relating to Federal aid. It will be doing so during the course of the next
year and may conceivably move away from some of the commission’s
recommendations. “ '

I think, if you go over the Carnegie Commission. reports, the 21
special reports, and the final report, in which .the commission’s own
policy recommendations were presented, that you will see very clearlv
that a central and overriding concern of the commission, throughout
its 6-year history, was with ways and means of overcoming the barriers
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to equality of opportunity in higher education for young people from
low-mncome and dlsadvantatredﬁ.mckgrounds

TIts first report, which was issued toward the end of 1968, recoin-
mended substantially increased Federal aid to higher educahon with
emphasis on grants to low-income students and cost-of-education sup-
plements, wluch would accompany these students, for their institu-
tions. Seven other 1ep01ts of the commission svere primarily or almost
entirely concerned with issues of equality of opportunity.

Before getting into what the commission recommended on various
aspects of student assistance, I would like to call attention to the fact
that very considerable progress was made from the mid-60’s to 1972 in
increasing the relative 1ep1esentat10n of low-income students and of
minority groups in higher education, but for some reason, this progress.
seems to have been reversed between 1972 and 1973. I refer you t6 the.
chart on page 6 of my prepared statement and the table on page S.
Chart I on page 6 shows a drop in the percentage of freshmen coming’
from the lowest family income quintile, between 1972 and 1973, and
a drop also for those from the second lowest, an increase for the other
(uintiles.

Somewhat correspondingly, both the ACT freshman data and U.S.
Bureau of the Census pr ehmmmy data for the fall of 1978, as shown
in table.1, show a drop in the enrollment rates of blacks, both male
and female

Now, we don’t know exactly what was 1espons1ble for these trends,
but we know that financial aid offers have been quoted as indicating
that they felt some institutions were falling behind or reversing their
previous emphasis on opening the doors to low -income and dlsadx ant-
aged students. We also can speculate that the great delay in getting
the basic opportunity grant regulations out, as well as the snafus over
the “needs” test in the guar anteed loans program may heve had some-
thing to do with this drop in enrollment rates for low-income students
in 1973. I am going to come back to a few more comments on tlmt at a
later point.

Now, first of all, T would like to discuss the basic opportunity grant
program. This was 2 major step, the adoption of this pregram, to-
ward implementing the principle which the Carnegic Commlssmn
has endorsed since 1968, of basic grants that would be structured to
increase equality of opp01t1uuty for low-income students, but would
also encourage free student choice of institution 'and field of study.
Such a pr 001 am would also represent a form of Federal aid to higher
education that would help to preserve the antonomy of colleges and
universities. Apart from the very well known fact of L\tmmoT) inade-
quate funding, I would like to call attention to several other weal-
nesses that we see in the BOG program.

It is probably no surprise to pomt out that theé eligibility condi-
tions are very restrictive and, in some respects, through not all, appear
to be more restrictive than ’the College Sclmlarshlp Service stand-
ards, which have been used widely by colleges and universities.

Second, the limitation of the size of the mant to 50-percent of the
cost of education tends to discriminate agamst low-income students.
whose most feasible Optlon is attendance in neighboring low-cost pub-
lic institutions. I think the paper that Hartman did for the Joint
TEconomic Committee brought that out extremely well. The size of the
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grant for such a student is freq}lllently sharply reduced by the 50-
percent cost limitation, whereas the student who is nearer the upper
end of the income band of families eligible for BOG grants is much
less likely to have the size of his grant reduced because of the cost
limitation. :

" So, in the report, “Who Benefits?”—the actual title is much
longer—that appeared in June, 1973, the Carnegie Commission rec-
omimended that for lower-division students the cost limitation should
be increased to 75 percent. This is in line with the commission’s gen-
eral feeling that financial barriers to participation in higher education
should be particularly minimal in the first 2 years of higher educa-
tion, and I shall come back to that later in connection with tuition

olicy. - . ’

P I t}ilink that very serious consideration in the longer run should
be given to removal of the cost limitation completely from the basic
opportunity grant provisions. That would be consistent with what the
ecommission said in its first two reports on Federal aid, where it rec-
emmended no cost limitation except that the size of the grant should
not exceed the student’s total cost.

Now, my third point about the BOG program is that we feel that
the $1.3 billion recommendation in the administration’s 1975 bildget
is. not adequate, particularly if one considers the highly restrictive
eligibility conditions that are involved..- In “Who Benefits?” we csti-
mated that adequate funding of the program would range from about
$1.7 to $2.3 billion, depenaing on how many extra students were
indiced to enroll through the program, and incorporating the 75-
percent cost limit for lower division students.

I would now suggest that an estimate of adequate full-funding
would range from $2 billion to about $2.6 billion, taking into account
increases in cost in the last year or so and taking into account some
relaxation of the family income eligiblity conditions, which we would
like to see. That estimate, interestingly, is almost exactly equivalent to
the one that was included in the Brookings report on the 1974 budget.
“Tt- was not developed on precisely the same basis, but it comes out

* very much like the Brookings estimate. .
Turning to the supplementary opportunity grants program, I would

say that the basic opportunity grants reflect the kind of Federal -

student aid program that the Carnegie Commission had in mind more
clearly than the supplementary opportunity grants, patricularly in
uniformity of treatment of all students and encouragement of freedom
of student choice. _

We would suggest that the provision in the existing legislation, that
no basic opportunity grant payments can be made until there is a
certain amounnt of funding of the SOG program, should be removed.
I think that very serious consideration and carefnl study need to be
given to the future role of the supplementary opportunity grants pro-
gram. We have some serious questions about it. I am suve the members
of the subcommittee are familiar with the two reports of panels of the
College Entrance Examination Board which analyzed the way -in
which grants were awarded under the economic opportunity grants
program which preceded the supplementary opportunity grants
pProgram.

T can’t go into detail about what those reports said, but the gist of
it was: that there was very little tendency for low-income students
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to get higher grants than higher income students under the econpmic
opportunity grants program, and this basically was because higher
income students tended to go to high cost and selective institutions and
the size of their grant was related to the cost of the attendance at those
institutions. These reports also poilitéd to a very definite tendency for
low-inconie students to be less likely to be admitted, because the
grants for which they would be eligible would not suffice to pay the cost
of their education and the school was in a position to come up with
additional funds.

Hartman makes another point in his Joint Economic Committee
paper to the effect that if these grants turn out to be a means of per-
mitting low-income students to attend high-cost private insitutions,
this may become a sort of bottomless pit for a Federal Government. In
any case, I think that there is a very definite need to consider the rela-
tive merits of tlie supplementary opportunity grants program versus
(ti}_le State scholarship incentive program, which I would now like to

iscuss.

The State scholarship incentive program, I think, is very consistent
with many of the general principles that the Carnegie Commission
espoused over the years. In the report which dealt particularly with
State government rclationships to higher education called “The
Capitol and the Campus,” the commission endorsed the principle of
State aid to private institutions to come primarily in the form of
tuition grants to students, which would enable them to attend private
institutions, and in fact the commission recommended that a State
should have such a program of tnition grants before it considered any
increases in tuition. '

Furthermore, the Carnegie Commission, throughout its history, eni-

hasized in a number of contexts, that the primary responsibility for

evelopment of higher education should rest with the States, where

it traditionally has been and that Federal aid should involve minimal

_interference. For these reasons we would strongly urge funding of the
State scholarship incentive program. ) ‘ .

" The administration budget, as you know, did not include any-1tem
for this. The $19 million this year was a small beginning. We think it
should go to at least $50 million for another yeav and should gradually
be increased as time goes on. ‘

There has been a very substantial amount of progress in State pro-
erams of scholarship aid to undergraduates in recent years. A figure of
$72 million represented the total expenditure by the States in 1965-66.
That figure was up to about $387 million by 1973-74. T have a table in
my statement which shows the total appropriations in States and the
appropriations per student enrolled on pages 21 and 21(a). Iowever,
I would like to stress the point that the amounts ave relatively large
only in a few States. They tend to be very, very small programs in
many of the States. The total amounts ave largest in-New York,
Pennsylvania, and Illinois. If you look at amouuts per envolled stu-
dent in the right-hand column of the table, you find that they cxceed
$100 per enrolled student in Pennsylvania, Illinois, and New Jersey,
but at the opposite end of the spectrum there are some States in which
the amount per enrolled student is only of the order of $5 to $7. Thus
the States need a lot of encouragement, but it seems to me that this
program is one which should be developed, should have importance

in the future, and that we should aim ultimately at a structure which
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would encourage the States to viéw their scholarship aid as supple-

mentary to the basic opportunity grants. But just how this should be

ﬂ?nte nocdts more stucy. I am not content with what has ben said about
at as yet.

Nov, just a few words about the work-study program. I know that

- this subcommittee held rather extensive hearings on the work-study

program and I have been informed that the committee came away from
those hearings with a very definite feeling that the appropriations for
that program ought to be increased. The Caregie Commission has
actually consistently recommended more in all three of its Federal aid
reports, far more than has ever been appropriated for the programs.

Our most recent recommendation in the report called “Institutional
A1d” was for an appropriation of $900 million a year. We think this
would come muéh closer to meeting the needs and would enable colleges
and universities and other napprofit institutions to develop ways and
means of educating and using students that would be useful to our
soriety.

Wealso suggested that grant aid should be relatively more available
to lower division students and that the emphasis in work-study onght
to be more on upper divisional and graduate students who have had
enough experience with higher education by that time so that taking
time off for part-time work would not be as cletrimental to their educa-
tionnl experience. T think also that serious thought ought to be given
to relaxing the family income eligibility standavds for work-study, so
that that program could play a somewhat greater relative role in aiding
mickdle-income students who are having difficulty meeting the costs of
their education. o

Now. I would like to spend somewhat more time on loan programs
than T have on the other programs, beeiruse I think that the greatest and
most serlous weaknesses in the existing Federal legislation for student

aid are found in the loan program.

RIC
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T.et me say frst, that the Canegie Commission does not subscribe
to the view of some economists, that students capture most of the benefit
from higher education and that therefore students.ought to be prepared
to borrow becanse they will easily pay off the debt in later life. Never-
theless, we think that a good loan program is an extremely important
part ofa good set of provisions for student aid, and that a loan program
should play a role in enabling lower and middle income students to
attend hieh-cost private institutions if they arve eligible for snch insti-
tutions. Moreover, a loan program plays a particularly important role
for gradnate and professional students.

I'think very serious thought is going to need to be given to working
toward a more satisfactory program, that tinkering with the existing
programs is not necessarily going to solve the proglem. To be surve,
the recent change in the “neceds” test provision in the gnaranteed loan
program will be a help, but let me just go over what we regard as basic
wealknesses in the guaranteed loan program. , '

It seoms clear that students are not ; going to enjoy equality of oppor-
tunity’'in horrowing from banks. The eredit standing of their families
and even in some cases the socioeconomic statns of their families in the
community will play a role. There is need for special allocations when
the market interest rate rises sbove 7-percent, and even this does not
really solve the problem of access in a tight money market when the
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banks get into a position in which these loans are simply not attractive
to them. _

" There is a basic lack of incentive for banks to follow a vigorous
collection program when the Federal Government or in some cases
the £ te governments are guaranteeing repayments. There is also a
fundamental question, and I really would like to emphasize this, as to
whether interest subsidies, as opposed to deferral of interest, are really
appropriate in a national loan program. They are subject to abuse, as

" you know, and they are inconsistent, it seems to us, with the major

purpose of a good loan program, which is to supplement other forms
of student aid. '

You clearly must have a “needs” test if the program operates on the
basis of an interest subsidy, but we fcel that a needs test.is not neces-
sarily appropriate and would not be heeded if interest was not sub-
sidized. Reasonable limits on the amounts that students could borrow,
plus the very natural wariness of most people about incurring expen-

. sive indebtedness, would impose appropriate restraints.

Furthermore, we would emphasize the disadvantages of a short
repayment period if one considers the life cycle in income, that income
tends to reach a peak in late mid:dle age for most people. Also, if one
considers the life cycle in expenditures, one finds that young people
tend to gointo debt to acquire homes and appliances in the early years
of marriage. Then if one considers the special position of women under
loan programs, it is in the early years of married life that women are
most likely to be out of the labor force having their children and not
in a very good position to repay their debts. :

-Now, I know that many Members of Congress and probably some
members of the subcommittee, have a preference for the direct loan
program over the guaranteed loan program. But I would like to
emphasize that that program also has its problems. There is a basic
and growing problem of inequity when a student can borrow at 3 per-
cent under one program and has to pay 7 percent under the other
program. And I am also told that institutions treat students differ-
ently nnder the two programs, that R students are more likely to be
favored for loans from the direct loan program, as opposed to certifica-
tiom as to their need for a guaranteed loan, and that institutions are
more concerned about credit standing of students in connection with
the direct loan program because some of the institutions’ own money
goes into it, so the risk is of some concern.

Thus, very briefly, the Carnegie Commission recommendecd a very
different approach—a National Student Toan Bank, which would be
a nonprofit corporation financed through the sales of Government
securities, would have reasonable limits on loans, would have deferval
of interest for students while enrolled and in the military service and
s0'on, but no “needs” test. Borrowers would repay on the basis of their
income witl: an cstimated annual repayment of about three-quarters
of 1-percent on each thonsand borrowed and an average repayment
period of about 20 years. There would be a somewhat Jonger repayment
period for people with low incomes. .

Now, this, let me point out, is not a full contingency loan scheme. It
is not veclistributive in the sense that higher income people make larger
payments than Jower income people. Higher income people simply pay
off their total debts more rapidly than low-income people under this
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proposal. Another important feature of the proposal is collection:
through the Internal Revenue Service, through the tax system. The
Interest rate would be based on the Government borrowing rate and
would not be subsidized except for thé cost of cancellation in case of
death of the borrower. '

I recognize that there are serious obstacles to rapid progress toward.
as different an overall approach as this implies, but it scemns to me that
the accumulating problems of the existing programs are going to create
pressure in the longer run. We intend, in the course of the next year,
to spell out those recomméndations in greater detail. I would mention,.
of course, the fact that Sallie Mae is going to help on somie of these
problems, but I don’t think it is a total answer to the various weal-
nesses that we have pointed out.

Just & word about part-time students. Generally speaking, the legis-
lation gives them access to aid, but with limitations on funding part-
time students have been disqualified, particularly under the BOG
program. We would urge that full funding of student assistance
should allow for grants or loans on a pro-rated basis to part-time
students and I would merely point to the fact that the percentage
Increase in enrollment of part-time students in the last 9 years has.
been very much greater than that of enrollment of full-time students.
I givo the figures on page 81 of my prepared statement. That is a trend
that we think is going to continue, and also, in terms of the equality of
opportunity for women, access of part-time students to aid is a very
important matter.

Now, very briefly, a discussion of the cost-of-education supplements,
This was something that the Carnegie Commission recommended
from the beginning. The commission emphasized the point that the
cost-of-education supplements accompanying students who held Fed-
eral grants would help institutions absorh any increased enrollment.
that was induced by these grants and would also help institutions meet
the cost of special remedial education that some of these students might
need. :

In the fall of 1971, it became very clear that all of the major asso-
ciations representing institutions of higher education were supporting
a different approach—capitation payments across the board, so much
per enrolled student. _

This impelled the Carnegie Commission to spend several meetings
reconsidering its own recommendation. I sat in on those discussions.
The commission came to the conclusion that sticking to the approach
that it had originally recommended was clearly what it should do-for
very compelling reasvizs. As a result, the report entitled “Institntional
Aid” was prepared and issued, with very substantial attention being
given to tabulations that showed how vavious types of institutions
would be affected by various Federal aid formulas.

The report also emphasized the point that capitation payments
could lead to a monolithic Federal system of higher education, that as
the Federal Government moved in with this type of support which
had been the traditional approach of the States, the States would
inevitably fail to increase their support over time. There would he
pressure for larger payments from the Federal Government, and e
would eventually have a Federal system of higher education.

I might just mention the New York Times cditorial of May 28, 1974,
which you may have seen and which stressed the point that the
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«Carnegie Commission’s recommendations on student aid needed also
to be implemented by funding of the cost-of-education supplements
program. On page 34, I have a quotation from that-editorial and I
would merelzy quote the sentence at the beginning of the third para-
graph, that “the plan to link aid to the students and to the institu-
tion is a tandem that can not run successfully on one wheel.”

Now, the provisions as they came out in the 1972 legislation differed
and were far more complex than the Carnegie Commission recom-
mendations. Because of this, I have not attempted a careful estimate
of the cost of full implementation. I would urge that it should not be
less than $500 million. I would also mention that yesterday I had a
chance to learn about some work that is going on at the ﬁroo’ki;ugs
Institution which suggests that the figure would be somewhat higher
than $500 million for full implementation of the present provisions.

Now, I come to the subject of tuition Eolicy, on which what the
Carnegie Commission has said has been subject to a good deal of mis-
interpretation. In general, much of the press reaction suggested that
the Carnegie Commission recommendations were essential%y similar to
the CED recommendations.

Let me just go back and chronologically review what the Carnegie
Commission said about tuition policy. In its report on “The Open-
Door Colleges,” which was isued 1 1970, the commission recommended
low or no tuition in public 2-year colleges.

In “The Capitol and the Campus” which appeared in 1971, the com-
1ission extended that recommendation to encompass low or no tuition
in all public institutions of higher education in the first 2 years, that
15, the lower division years. ' :

Then, in “Who Benefits?” the commission repeated that recom-
mendation for low or no tuition in the first 2 years and suggested that
that should also be implemented, if possible, by private institutions of
higher education.

This aspect of the Carnegie Commission’s recommnendations was
largely. ignored in the: press reaction. Why was the commission so
consistent in emphasizing low or no tuition in the first 2 years?

I think the reasoning was very much as follows: that in the first
9 years of higher cducation a Jot of students are trying it out. They are
not sure whether they are going to succeed. They are uncertain about
their real taste for advanced academic study and therefore they are
going to be reluctant to be forced to borrow. The financial barriers
therefore should be minimal in the first 2 years of higher education.

Beyond that, as students move up into upper division and to gradu-
ate work, they should feel more confident and they should be prepared
to work part time or to borrow if that is needed to supplement what-
ever grant assistance they have.

Now, just a few words abont the recommendation that, particularly
at the upper division and graduate levels, tuition in public institutions
of higher cducation ought to be increased until it reached about one-
third of the educatienal cost per student. .

T think this recommendation has to be interpreted in the light of a
background in which many leading economists have been arguing for
the last 10 or 15 years that Jow tuition helps middle income and upper
income students more than it helps low income students, that low
income students often cannot go to college anyway cven with low
tuition because they can't afford subsistence costs, or, to put it slightly
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differently, foregone earnings are relatively much more of a sacrifice
for a person from a low-income family than for a person from a high
income family.

In other words, targeting of public subsidies through a combination
of grants to low-1ncome students and modest tuition charges will re-
sult in a more effective use of a given amount of public funds in en-
couraging equality of opportunity in higher education.

- Let me just vefer very briefly to the chart on page 42 which comes
out of the recent report on “Tuition,” showing that existing public
tuition subsidies, if they alone are taken into consideration, go, in
relatively large percentages, to the two upper fifths of the income
distribution in terms of family income. On the other hand, a combina-
tion of public tuition subsidies and student aid, as recommended by the
commission, would shift subsidy funds more effectively toward stu-
dents coming from the lower two-fifths, but would result in a not too -
unequal distribution of subsidies overall. That is in the lower right-
Fand corner of that chart.

Now, we were really rather embarassed to discover that the increase
actually required in terms of the present relationship, on the average,
between tuition charges and eduecational costs was not as large as the
original report “Who Benefits#”’ implied.

We did some new calculations for the new report on tuition and we
found that at present that twmition revenue represents about 24 percent
of educational costs in public 4-year colleges and universities, but that
it may be more like 27 to 28 percent if you adjust for the high cost of
graduate and medical education in universities. In fact, for the uni-
versities alone, it may be closer to 80 percent on the average. Thus,
on the basis of the 24 percent, tuition would need to be increased only
1 percent over and above educational costs per year for the next 10
years to bring it to the one-third level.

But we also pointed out, in the new report on tuition, that there
was enormous variation among State systems, that some of them were
above the one-third level now and others were far below. Thus, to carry
out our recommendation, the actual impact would vary enormously
among States.

I am not going to attempt, because I know I have probably taken up
too much time, to say anything about support of graduate students,
but I have included a discussion of that problem in my prepared
statement.

Looking toward the future, we see, as quite possibly a major emerg-
ing problem, thé possibility of a legal decision which would ban the
use of parental income as a criterion for determination of need for
student aid. We are already in a situation in which many students are
declaring themselves independent of their families. Fortunately, such
data as are becoming available suggest that these students are mostly
from low-income families, so this tendency thus far is not subverting
the general purpose of student aid.

But, if we had a legal decision banning the use of parental income,
we would be in a whole new “ball game” and would have to look for
other approaches to encouraging equality of opportunity in higher
education.

We are working now, and it is my particular staff responsibility,
on a report on the “2 years in the bank” or the “2 years of free access”
proposal. It is being done in cooperation with the American Council
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on Education, which is keenly interested in it. One of the Eroblems
that we are exploring is how the Federal Government could help to
implement low or no tuition in the first two years of public higher edu-
cation or perhaps all higher education in the States? o

This is not an easy problem, because you cannot go about it in ters
of having the Federal Government pick up all or part of the cost
that would be involved, in view of tho enormous variations in tuition
lovels from State to State. That approach would sinply penalize the
States that already have low tuition and reward those that now have
high tuition. So one has to search for a different kind of approach. and
we are exploring Federal grants-in-aid to the States on the basis of a
variety of formulas, as one possible approach, but we are, by no means,
ready for any recomnendations as yet. )

Lot me finish with just a_plea £or adequate funding of the busic op-
portunity grants program as my final word.

M. O“Iﬁxm\. T¥ell, thank you very much. I must begin by comnicut-
ing that your testimony has been very, very impresgive and it shows
your thorough familiarity with the subject and your keen insight into
the nature of the problem that the subcomunittee is facing. ’

I think your testimony has been very valnable and I appreciate your
coming before us today. I am, of course, very interested in the study
that you are currently undertaking with respect to ways in which we
could? promote a low or no tuition program for at least the first 2 years.

I sometimes say it “2 or more years” and I had thonght of saying it
%14 or more years,” but I thought I would settle for 2 or more years.

Dr. GorpoN. My comment on that point, Mr. Chairnan, is that the
Coimission on Higher Education that was appointed by President.
Truman recommended 14 years of free-access to public edueation and
when I was 1eminded of this I became very curious as to what they said
about financing. Essentially, what they recommended was Federal
grants in aid to States to encourage them to move in this direction.

Mr. O'Hara. I am going to drag out a copy of that report.

Dr. Gornox. I think it was published in 1947.

Mr. O’Hara. Who was chairman?

Dr. Gorpon. The chairman was a man named Zook, who at one time
was president of the American Council on Education.

Mr. O'Haza. I would like to dust that off and take a look at it. Now,
pursuing that study, you might be interested in an experiment that was
done recently in Wisconsin, and I don’t know if you are aware of it,
where two University of Wisconsin centers, on an experimental basis,
made sharp reductions, very sharp reductions in tuition in an eflort to
determine what effect that would have. -

This effort had dramatic effects on attendance, much larger eftects
than one could have predicted from the suggestion of the Commission
on the financing of post-secondary education, that a $100 increase in
tuition would result in only a 1 to 3 percent drop in enrollment.

Dr. Goroon. Yes; but that was a very global kind of estinate. I
think it needs to be refined before it can be used in actual forecasting.

Mr. O'Hara. Yes. This material from Wisconsin which is just now
being refined, it is all very new, we have some of the preliminary
findings.

Dr. Goroox. Yes. I would like to look at that, but I might also some-
what hesitantly bring in the California community colleges which have
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had no tuition all along and which attract, as you probably know, an
enormously high proportion of high school graduates in the State.

Mr. O'Hara. Yes; they do. I think that is a very important thing to
* Yook at. In fact, Mrs. McCauley, who is a member of the student finan-
eial assistance community in California and involved with the junior
eolleges, indicated that in two of the California community colleges
where they knew a very large percentage of the students were of low
income, they made a special effort to acquaint the students, the enter-
ing students, eligible students, about the basic grant program so they
at these two community colleges made sure that every student who was
entering for the first time within the time frame prescribed for eligi-
bility had mailed to them or, if they had not yet registered, had handed
to them a BOG application together with the complete information:
about how you go about applying and so forth. And they found a very,
very small percentage really of the eligibles applying, which sug-
- gested very strongly that the main thing that got them into the com- -
munity college was, or the main things that got them to the commu-
nity colleges had to do with the low cost of an accessibility, physical
accessibility. . :

In other words; if it was inexpensive enough and convenient enougl,
many of them got there. You might want to see that.

- Dr. Gorpoox. I would like to see that. There may be reluctance, you
know, to go through the formsof applying. :

Mr. O’Haga. I think that is a factor you have to look into.

Dr. Gorvon. On the other hand, I can’t believe there is not a need,
because I know that in one community college in Oakland, for example,
which serves a very low-income population there has been great con-
cern about cost of books, and the students have been pressing for
special aid to meet the cost of the books. :

Mr. O'Hara. T am sure there is great need. We had a student here
from the Associated Students of San Francisco State University who
told us of the tremendous need that many of those students have and
others who would like to be students have, but cannot meet. .

So I am not saying that low tuition is an answer, but I think that
in this discussion, there has been a tendency to undervalue the impact
of cost and convenience, as well as curriculum choice. :

I know that some of the institutions I am familiar with, some of the
arens I am most familiar with in my own State. the establishment of
a community college in the community with a wide range of technical
and vocationally oriented programs, more career education, oriented to
specific skills and professions and so forth, had a tremendous impact
on attendance. .

Dr. Goroox. Yes. That is what we believe, of course, and that is why
we reconuncnded that there be a community college within reach of
about 95 percent of the potential students.

Mr. O’HarA. You know many people complain now, in fact we have
heard the complaint here that the effect of our student assistance policy,
State and Federal, has been to make it easier for a low-income high
“school graduate to go on to post-secondary education than it is for a
middle-income type of graduate. I know that those fears are sometimes
overstated and exaggerated, but I think there is something that we
don’t take into account in these student assistance programs.
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- Tssentially, what we are trying to do is put the low-income studenty
" 'in the same relative position that the middle-income student is i
really and we are trying to say, all right, your fanily income 1s very
low so we are going to provide you with funds to go on to school. But
I am not so sure. ' : : .3
Let’s take a student from a family whose income is under $5,000 who
is eligible for a BOG grant at fuﬁ funding. So let’s say that BOG
grant amounts'to $1,400. All right. .
"~ Dr. Goroon. Provided he goes to an institution that costs $2,800.
Mr. O’Hara. OK, an institution that costs $2,800. By the way, I
‘agree with your recommendation on that, that the 50 percent does dis-
«riminate: ¥f the boy goes to a community college he gets $15 inStead
of $1400. In any event, here we are, he cones from-a family with less
than a $5,000 income, so he gets the $1,400 and off he goes.  §
" Let’s take the boy from a family, not with $3,000 but with a $15,008
inco;ne, does his family really have $1,400 to contribute to hi;’ educa-
- tion ? : '
" You see, I don’t think that most $15,000 families do. In other words,
: :

Dr. Goroon. Especially if there are two or more children. ;f.

My, O’Hara. Sure. But not only that..They have a choice. You .

see, when you say to the $5,000 family “We are going to give you $1.400
‘but you must use that $1,400 for the I;\m'pose of sending yonr child te
school, you can not use it to buy a dishwasher, or you can not use it te
move the family into a house where the roof does not leak. The only
purpose for which you can use this money is for the education of your
youngster.” i :

T think that youngster may in that sense have more money actually

. at his disposal to finance his educatziog;, than the child jof a $15,000 -

family. : ‘ N i

Dr. Goroox. Well, I think that, in the course of my remarks, I did
suggest that the eligibility standards should be relaxed somewhat in
the BOG program and that perhaps we should try to restructure
student aid so that work/study and loans would be more readily acces-
sible and on a more equitable basis to students in middle-income fam-
ilies.
T would like to point out, and this is something I have in-my pre-
pared testimony, but did not have time to go into, that one gets a some-

what erroncous impression from one of the charts in‘the report of the -

National Commission on Financing of Post-Secoridary Education,
“which shows a sharp drop in the enrollment rate for the group with
$10,000 to $15,000 family income in constant dollars between 1967 and
1972.

' When I saw this, I wondered what would happen if one recomputed
those figures in terms of family income quintiles, that is dividing all
families into fifths in terms of income levels, and I discovered that
the only income group in which there was a drop in envollment rates
between 1967 and 1972 was the two higliest quintiles—which had to be
combined because of lack of sufficiently detailed data, and for the
otlier three quintiles there was no drop. '

You will find the figures in my statement. “fhat'was hiappening in
‘that peried, so that a family with $10,000 to $15,000 in constant income

family income level, the higher the rate of increase in income over
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that period, so that a family with $10,000 to $15,000 in constant income
‘was falling in the income distribution in those years and occupicd a
relatively lower place in the income distribution 1n 1972 than in 1967.

Nevertheless, this does not dispute the fact that undoubtedly young
people from middle-income families have had to take more part-time
jobs and do other kinds of things to finance their college education in
recent years. However, the statement also makes the point, that if one
looks at the decline in enrollment rates shown by Bureau of Census
data, over the period from 1967 and 1973, one finds that the really sharp
«lrop after 1969 was among young white males. This suggests that of
‘the various factors inhibiting college enrollment, that is, the high cost
of attendance, changes in the job market for college graduates, and
other factors, that the change in the draft situation was probably very
* Jmportant,

It is hard to explain this sharp drop for young white males, not
. nccompanied by a correspondingly sharp drop for women and. for
blacks, unless the change in the draft situation was a major factor.

Mr. O’Hara. Well, those are good points and they do very likely
modify that, s6 I think it makes a more valid comparison than the
chart, the study, the report of the Commission. -

With respect to the other question I raised about which of those
two hypothetical high-school graduates has more money available
for his Hligher education, for college education, I really think that,
or I persist in thinking that perhaps the full funding level, at the
full funding level, the one from the lower income family would have
more money available for that purpose, to spend on a college educa-
tion. Maybe another way of aproaching the whole need-based thing
is to take the median income whatever it may be for any given year
and through surveying techniques determine what the median income
families actually contribute to their children in higher education and
‘then make up that difference. :
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CuART 1—Percentage of entering freshmen from each family income quintile,
. 1967 to 1973.

1967 1968 1969 1970 1971 1972 1973 *
30 ~ . i Lowest quintile

20-

0 g [ el el (5] e

Second quintile

10 - "xul ‘w.o‘ ‘13.;‘ ‘lé.sl

30 - Third quintile

20~
0- .

30- : Fourth quintile

10 - . 20. . 84 5.8

Highest quintile
30 -

20 -~ —_] ]

10- 217 28, 26.1

Source: Carnegle Commission on Higher Education: Twition: A Supplemental
Statement to the Report of The Carnegie Commission on Higher Bducation on
“Who Pays? Who Benefits? Who Should Pay ?’, Berkeley, Calif., 1974, p. 30.
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"

Mr. Hartman provided us with a chart yesterday for a different
purpose, that it might be useful in doing that. His chart was designed
to show that there are no great differences, the difference between the
amount of assistance, scholarship and grant they had received, at dif-
ferent income levels, is not very great, but it also shows differences of
parental contribution received at different income levels are not all
that great. o

-Dr.Goroon. Yes.

Mr. O’Hara. And it is o véry interesting chart. Well, in any event
L have enjoyed talking to you. I know that you have other things to do.
We will be back in touch and please give my best regards to Mr. Kerr
and we have enjoyed talking to you. We will be using you as a resource,
ifsyou don’t mind. '

r. Gorpox. Yes, thanlk you.
:[Dr. Gordon’s statement follows:]

PREPARED STATEMENT OF MARGARET S: GORDON, ASSOCIATE DiIRrECTOR, CARNEGIE
CournciL oN Poricy SrubIEs IN MIGHER EpucaTion

INTRODUCIION

The Carnegie Commission on Higher Bdueation was established in 1967 by the
Carnegie Foundation for the Advaneement of Teaching to examine and make
recommendations regarding the many vital issues Tacing higher education in the
United States as we approach the year 2000, The Commission eondueted extensive
studies und issued numerous publications during the following six years. Its final
report was issued in October 1978. The Carnegie Commission has now been
succeeded by the Curnegie Cousncil on Poliey Studies in Higher Edueation, which
Las been established by the Carnegie Foundation as a permanent body. My stute-
ments on policy issues this morning will reflect the views of the former Carncgie
Conunission, s expressed in a number of its reports. The new Cuarnegie Council
has not yet had an opportunity to consider these policies thoroughly, but expects
to conduct its own study of Federal aid to higher education in the course of the
next year. _ Co :

During its six-year history, the Carnegie Commission issued 21 special reports
on a wide variety of problems in higher education, along with a large number
of books and other publications. It was, however, iu its speeinl reports aud in its
final report that the Comumission gave expression to its own policy recommendn-~
tions. Each of the reports was thoroughly debated in at least three, and often.
niany more, meetings of the Commission on the basis of drafts and redrafts
prepared by the Commission staff,

_The reports reveal clearly that, although the Commission covered a wide range
of issues in higher education, its eentral and overriding coneern thronghout its
history was with overecoming the serious barriers to equal opportunity in higher
education that have historieally beset the path of young people from low-income
and minority group fumilies in the United States. In its first speeial report,
issued in 1968, the Cowmmission recommended very substantially increased Fed-
eral Goverument aid to higher edueation, with primary emphasis on grants to

" low-ineonie students. To assist eolleges nnd universities in providing expanded
places tor these students and speeial edueational serviees for those whose prep-
aration was inferior, the Comunission also recommended institutional aid in the
form of a cost-of-education supplement for each student grant-holder enrolled in
an institution of higher edueation.

In addition to this first report, at least seven of the Commission’s subsequent
reports were concerned primarily or largely with equality of opportunity. These
were ;

A Ohance to Learn: An Action Agenda for Bqual Opportunity in Higher
HBducation (1970)

Quality and - Hquelity: Revised Recommendations, New Levels of Federal
Liesponsibility for Higher Bdueation (1970)

The Open-Door Colleges: Policies for Community Colleges (1970)

From Isolation to Mainstream: Problems of the C(olleyes Founded for
Negroes (1971) .

‘ o DIy
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Ingtitutional Aid: Federal Support to Colleges and Universities (1972
. %’hc Campus cnd the City: Maximizing Assets and Reducirig Licbilities
1972y , o
Opportunities for Women- in Higher Bducetion: Their Current Participa-
_tion; Prospects for thé Future, and Reconunendations for Action (1073)

" A number of the other repoits of the Commisglon were also concerned partly,.

though not wholly, with overcoming inequality of opportunity. Special mention
should be made in this connection of The Capitol and the Cumpus, which.dealt
with a wide range of ‘State Government policles toward higher education, includ-

_ing thé need for increased provision for student aid at the State level. In addition,

" "in_the special report entitled The Purposes and Performence of Higher Bducation.

in. the United Statesd, the Commission identified “the enlargement of educational
justice for the postsecondary age gronp” ag one of the five main purposes of
higher education. And in its final report, Prioritics for Action, “advancement
"af social justice” was singled out as one of the six priorlties calling for concen-

trated attention in the coming years. !
_ In June 1978, the Commission presented its views on how the ingtitutional and

- _ social costs of higher education sliould be distributed among public and private

sourtes and amnong various levels of government in a report entitled Higher

 Bducation: Who Pays? Who Benefits? Who Should Pey? In some circles that

report has been attacked as inconsistent with the Commission’s tradition of con-

" cern with equality of opportunity, but I shall argue this morning that the recom-

merndations included in the report were ds clearly motivated by concern with
equality of opportunity as were all the relevant earlier recommendations of the

‘Commission. Hereafter, I shall yefer to that report as Who Benefits?

.. BABIC ECONOMIC OPPORTUNITY GRANTS

Tle incorporation of the provisions for Basie Economic Opportunity Grants
in the Education Amendments of 1972 represented a major step toward adoption
of the principle that had been endorsed by the Carnegie Commission since 1968,
that Federal Government aid to higher education should be designed primarily
to ensure equality of opportunity for young persons in higher education, regard-
less of. the socio-economic status of their families, thelr sex; or their racial or
ethnic origins. In emphasizing this form of Tederal aid, the Commission also-
stregsed these advantages: : o

It wounld draw forth to the extent possible, rather than merely replace, stnte
and private support. :

It would assist both public and private institutions—the latter, of course, for
sectarian purposes only. :

It would. encourage free student choice of institution and field of study.

-It would preserve institutional autonomy and integrity.

It would encounrage diversity. . .

And, as an integral part of its contribution to equality of opportunity, it would
ensure a relatively large flow of student aid funds to states and arcas with low
per capifa income, and to institutions that enrolled large proportions of low-
income students.

Beeause the funds available for the program in its first year of operation have
fallen so far short of the amounts needed, it is all but impossible to evaluate its
effects thus far. But some of the specific provisions incorporated in the 1972
legislation hamper the achi¢vement of certain of the objectives that I have men-

. tioned, quite apart from inadequate funding.

Before discussing specific suggestions for adequnate funding and for improve-
ments in the legislation, I should like to call attention to the fact that we have
madé considerable progress in drawing low-income and disadvantaged students
“into higher education since the mid-1960’¢, lint that this progress was reversed
between the fall of 1972 and the fall of 1973. Chart 1 indicates that from 1967
to 1972 entering freshmen from the lowest fifth of families, in terms of family
income, gained ground, relatively, as a percentage of all entering freshmen, while
those from the highest fifth of families declined as a percentage of the total.

Young people from the middle fifth 'and from the next-to-highest fifth increased -
their relative representdition, while a slight loss was experienced by those from
the next-to-lowest fifth. Between 1972 and 1973, on the other hand, there was an
appreciable drop in the relative representation of freshmen in each of the two
lowest fifths, while all three of the other quintiles gained in their shares of the

total.
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The same data on entering college freshmen, compiled by the American Couneil
on.Education, showed that, for the first time since the statistics began to be
gathered (1966), there was a drop in the relative representation of blacks. There
was also & decline in the share of all minority groups combined.

U:S. Bureau of the Census data in Table 1 also show that there was a decline
in the percentage of young black men and women enrolled between 1972 and
1978, reversing the upward trend that had prevailed since 1967, especially among

those aged 18 to 19.
We do not have reliable information on the reasons for this change in enroll-

ment patterns between 1972 and 1973. Sharply rising costs undoubtedly played

a role, but in the New York Times on February 3, 1974, the director of minority
affairs for the College Entrance Examination Board was quoted as stating that
“admission and financial aid representatives of many institutions” have been
warning “that colleges and universities were Lacking off from their earlier deter-
mination to increase nonwhite envollments.” ! It also seems highly likely that
the unfortunate delay in getting the BOG program under'way, and the meager
funds available for the program in 1973-74, played a role. ) .

Let me summarize what we believe to be major weaknesses in the BOG
progyam:

TABLE 1.—PERCENTAGE OF PERSONS AGED 14 TO 34 ENROLLED IN COLLEGE BY AGE, RACE, AND SEX, OCTOBER
1967, 1969, 1972, AND 1973 ’

Percentage anrolled

Race and age 1972 1973 1967

WHITE
Total, 14 to 34 years...

30 to 34...
BLACK
Total, 14 to 34 years....

b goulr;eé-lﬁ. Bureau of the Census: Current Population Reports, Serivs P~20, Nos. 190, 206, 260, and 261, Washington
.C., 1969-/4.

1. The cligibility conditions are clearly too restrictive—Student finanecial aid
officers consistently complain that the BOG eligibility conditions are considerably
more restrictive than those of the College Scholarship Service that have generally
been used by colleges and universities in awarding student aid. Although there
are numerous differcnces in the methods of computing the expected tumily con-
tribution under BOG regulations and CSS guidelines, a particularly significant
difference is the use of essentially the Federal poverty-line standard in the com-
putation ot discretionary family income in the BOG regulations, whereas the 0SS
guidelines make use of both the “austerity” and “modest but adequate” budgets
for a city worker’s family developed by the U.S. Bureau of Labor Statistices.?

The poverty-line budget is an extremely restrictive budget, recently adjusted
upward to $4,550 for a nonfarm family of four. In contrast, the recently revised

1 Quoted in Carnegie Commission on Higher Brucation: T'wition: A Supplemental State-
inent to the Report of the Oarnegie Commission on Higher Education on ‘Who Pays?
Who Benefita? Who Should Pay?, Berkeley, California, 1974, p. 32,

* See U.S, Office of Bducatjon : Basio Bducational Opportunity Grant Program: Family
Contribution Schedule, Washington, D.C., June 11, 1973 ; and College Scholarship Service:
€SS Need Analysis: Theory and Computation Procedures for the 1914-75 POS and SI'S,
College Entrunce Examination Board, New York; 1973. X

AR
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BLS “austerity” budget for a family of four is $8,200, while the budget for a

“modest but adequate’ level of living is $12,600.

. We have been informed that under present BOG regulations, a student cannot
. expect to receive any aid if his family income is more than about $11,000 to
- $12,000, except under unusual family circumstances. According to a recent study

of the American Council on Education, nearly 80 percent of the awards in 1973-74 -
- weit to students with adjusted family income of less than $7,500, with nearly all
of the femaining awards going to those with adjusted family income between’

o $7,500 and $15,000.° Presumably very few awards went to students in the upper

‘haltof the $7,500 to $15,000 range. Adjusted income of $7,500 corresponds to gross
‘income of about $11,700, while adjusted income of $15,000 is equivalent to gross
“income of about $20,000.

- As a guide to determination of need for student aid, the Carnegie Commission

" * suggested that “a maximum grant would often be necessary at the lowest income

—

A rimext provided by R

quartile, that perhaps half of the maximum grant would be the average require-
ment ‘at the second lowest quartile, and that some grants would be made to
students from families on the lower border of the upper haif of the income
range.” * We estimate the upper boundary of the first quartile to be about $6,800,
tlie upper boundary of the second lowest quartile to be about §12,500 to $13,000
and thie upper boundary of the third quartile to be about $17,000 to $18,000 at the
present time—based on data relating- to families with children aged 18 to 24
" Thus we would urge that eligibility standards should permit aid under normal
family- cireumstances to go to ‘students from families with income up to $12,500,
to $13,000, and under exceptional circumstances to those from families with
incomes between about $18,000 and $15,000, or possibly, in very exceptional
circumstances, up to $17,000 or $18,000.°

It is also widely recognized that ‘there is a need for a single, standardized
application form for all Federal student aid programs, Differing requirements
for family contributions under the various programs could be refiected without
affecting the basic information requested from the student and his family. There
is alse a need for changes iu the treatment of assets—apart from those already
reflected in the revised regulations for 1974-75—Dbut the Subcommittee has been
looking into this matter very carefully, and 1 shall not make any specific
suggestions, ! -
.8, The provision that grants must 1ol exceed 50 percent of the student's cost of
attendance should be liberalized.—AsS Hartman has pointed out, the cost limita-
tion discriminates against students from low-income families who attend rela-
tively low-cost public institutions and students from lower middie-income families
who attend public junior colleges, in the sense that their grauts are either sharply -
or appreciably reduced below the amounts to which the students would be entitled
without the cost limitation. On the other hand, students who are at the upper
end of the income range eligible for grants are not affected at all by the cost
limitation.®

In Who Benefits?, the Carnegie Commission recommended that “the 50 percent

of cost limitation for Basic Opporunity Grants for lower-division students should
be raised, perhaps in steps, to 75 percent over the next few years.” ? This
recommendation was consistent with the Comuission’s view, which I shall
discuss more fully in connection with tuition, that public policy should emphasize
minimizing financial barriers to higher education for students iu the first two

ears.

¥ Eventually, however, we believe that the provision should be liberalized
to permit a grant to cover 100 percent of the cost of attendance, up to the
maximum size of the grant. In imposing the cost limitation, Congress was
apparently seeking to hold down the total cost of the program, but the restric-

3El-Khawas, B, H., and J. L. Kinzer: The Impact of Office of Dducation Student
Assistance Programs, Fall 1878, H}fher Education Panel Reports, No. 18, American
Council on Education, Washington, D.C. 1974. |

«Carnegle Commission: Quality and Hquality, Reviscd Recommendations . . . , p. b,

5 See National Commission on the Financing of Postsecondary Education : Financing
Postsecondery Lducation in the United States, Washington, D.C., 1973, p. 316, for dis-
cussion of the effects of relaxing family income efigiblllty standards.

% Robert W, Hartman: “Higher Education Subsidies: An Analysis of Selected Programs
in Current Leglslution,” {n Joint Economic Committee, U,S. Congress: The Economics 0,
Federal Subsidy Programs, Part 4, Higher Hducation and Manpower Subgidics, Washing-
ton. D.C., 1072, p. 474, )

. 7Carnegie Commission : Who Benefits? . . , p. 111,
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tion clearly discrimlnates agninst the low-income student who, for academie-
or. other reasons, finds that his most feasible option is enrollment in a com-.
“paratively low-cost public institution. In ifs 1970 report on Federal aid, the
Carnegie Commission made the following statement: “Although average educa--
tional éxpenses will be significant in determining tlie amount of the grant,

‘educational costs at a particular institution will not affect the grant, except
that a stndent could not obstain financial aids totaling more than his actuat

educational expenses.” * . :
- :hig:sme principal was endorsed by the Panel on Financing Low-Tncome and

Minority Stndents in' Higher Education of the College Entrance Bsamination

Board in 1973.° : .

The Carnegie Commission also recommended (in Who Benefits?) that the

$1,400 ceiling on Basic Opportunity Grants should be raised gradually in line-
with increases in edncational and snbsistence costs.
- 8. To provide adequate student aid under the standards that we have recom-
mended, the $1.3° billion recommended by the Administration in its 1974-75
Budget is seriously deficient—The Commission’s most recent estimate of the
cost of fully implementing the BOG prograni, developed in 1973 and reflecting
the moditication of the cost limitation to 75 percent for lower-division students,.
ranged from abeut $1.7 to $2.3 billion, depending on how many “extra” students,
who wonld not otherwise enroll, are induced to attend college because of the-
eXistence of the program.® ' '

To reflect the modification of family income eligibility standards suggested
here, as well as cost increases between 1973 and 1974, the estimate should
probably be increased to about $2.0 to $2.6 billion. That this estimate is generally
in the right “ball park” is suggested by comparing it with estimnates presented
in the Brookings Institntion report on the 1974 Budget.'* The Brookings esti-
mates, like the Carnegie Commission estimates, assume certain modifiesitions:
in the existing BOG legislative provisions. though not precisely in the same
manner, But their estimates are remarkably similar, ranging from $2.0 to $2.6:
billion for fiscal 1974 and rising to $2.6 to $3.9 billion for fiseal 1978, the latter
range depending partly on differing assnmptions about the munber of “extra’
students who would e induced to enroll by the grant program. )

.Although these snggested amounts are In rge, it is important to keep in wind
the fact that, on the assumption of continued progress toward world peace,
expenditures on veterans’ edueational benefits—by far the largest student nid
item in recent budgets—can be expected to decline in the coming years, as the
number of veterans enrolling in higher education declines. An expectation of
such a decline is already reflected in the Administration’s 1975 Budget. The fall
in finaneial obligations for veterans will greatly facilitate adequate financing
of the BOG program, although we would urge that achievement of adeqnate-
BOG financing should be given ligh immediate priority and should not await
declines in expenditures in veterans’ educational benefits that would be com-
parable to increases in appropriations for the BOG program,

TNE SUPPLEMENTARY EDUCATIONAL OPPORTUNITY GRANTS PROGRAM

The Basic Opportunity Grants program clearly conforms to the principles.
that the Carnegie Conunission has endorsed for Federal student aid nrore.
satisfactorily than does the Supplementary Opportunity Grants program, In
particular, the BOG program is much more consistent with the principles of
freedom of student clioice among institntions and uniform treatment of ali stn-
dents from comparable family income grofips. Thus, we wounld urge that the:
requirement in the Edueation Amendments of 1972 that no BOG payments
ean be made unless the appropriation for SOG grants amounts to at least $130-
million should he removed. We would algo urge removal of sinilar requirements
relating to funding of the College Work-Study Program and the Direct Student
Loan Program. We believe that eacl program should be funded on its own merits..
In addition, we would suggest that serious consideration be given to phasing out
the SOG program,

* Carnegie Commission: Quality and . 5.

? College Intrance E.\'zuninntlm_l Board : Toward Fqual Opportunity for Higher Educu-
tion: Report of the Panel on: Financing Low-Income and Minority Studcnte in Higher
Education, New York. 1973, p. 57. )

¢ Carnegle Commission : Who Benefita? . . ., pp. 121-122. This estimate was adaptead
{r(;;nr‘mlx f]nrgerﬁmthm:lte ltr;l Hnrtg’mtx;.[ op'fr“},g L p ”

. fried, B. R.. and others: Settin ational Prioritics: The 1974 Budget, Brookings

Institution, Washington, D.C, 1973, p.!,157. 2,1 1_ 4 get, ] g

Equality: Revised Rccommendations . . 5.
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Particularly compelling criticisms of the EOG program, to which the SOG

. is a successor, were made by two separate pauels appointed by the College
Entrance Examination Board in the last few years. The Paunel on Student
Financial Need Analysis conducted its own survey of student aid at a sizable
sample of colleges and universities, and concluded that the amount of aid pro-
vided did not tend to vary with family need. In part, this finding reflected the
fuct that larger total amonnts of student aid funds were available at institu-
tions that were characterized by high seleetivity and high tnition. Fanily income
of students attending these institutions tended to be higher than that of students
attending low-cost public 1ust1tutlons, and yet, because smounts of student aid
were related to cost of attendance, average amouuts of nid awarded in these
Jnstitutions tended to be high.” In addition, it was found that “in about half the
nmhtutxons, large financial need sxgmﬂcuutly reduced the probability of accept-
:mnee, '8vén when quantifinble indicators of ability were used as controls. . . .
1t was furtlier discovered) that although packaging practices varied considerably,
dhigh ability was often associated with a higher grant component.” In addition,

e At was found that high financial need was only weakly associated with jncreases
-in thie grant share of the aid package and sometimes negatively correlated with
. the grant share. Similar criticising were niade by the anel on ¥ mancmg Low-

Jucome and Minority Students in Higher Tducation.™

- Also critical of the former BOG progranmt was the Brookings' Tiistitution’s
‘report on the 1074 Budget, stressing the inequities in the allocations of funds
received by States and by individual institutions.® A somnewhat different line of
«riticism has been emphasized by Hartman, who makes the point that, if it
turns out that the supplementary EOG program primarily serves the purpose
©0f perniitting low-income students to attend high-cost private institutions which
itheyv -eould not afford with BOG aid alone, it “promises to be a bottomless pit.
.Ag costs and charges rise at private msntuhous while tuitious at public insti-
tutions are held down, there will be increasing demands placed on Congress to
jnerease funds for a supplemeutary EOG program (or for institutional aid—
«or hoth).” ** Hartman strougly favors thie State Scholarship Incentive program
Jover the SOG progranmt as. a vieans of opening opportunities for low-income
“students to attend private institutions.

THE STATE SCHOLARSTIIP INCEXNTIVE PROGRAM

The Carnegie Commission urges adequate funding of the State Scholarship
Tncentive program, for a number of important reasons. In the first place, ever
since the Commission first addressed the probleni of State financial support of
higher education in its report, The Capitol and the Campus, the Commission
stressed the principle that State governmments should provide finnnecial aid to
private, as well as to public iustitutions, Imit that aid to private institutions
sshould comnie primarily through State tuition grant programs. Moreover, the
principle of giving priority to student aid over raisiug lnitlon, whieh I shall
‘discuss more generally at a later point, was flrmly established in that reporvt:
The Commission recommends that states establish a program of twition grants
for hoth public and private institutions to be awarded to students on the basis |
wof financial need. Only after cstablishment of a twition grants program should |
-states consider raising tuition levels in public institutions. To avoeid upward :
pressures on privete tumon from sueh grants, states would need to sct a mawi-
mum tuition grant. :
Secowdly, the Commission belicves that the primary responsibility for plan-
ning and supporting the future development of higher education should remain
with the States, where it has bheen hisforically, and that Federal aid should -
be provided in a form that will involve minimal interference with this tra-
- ditional role of the States. The State Scholarship Incentive program couforms |
' well to this criterion. |
A third point is that State schiolarship aid and State tuition policy should be |
coordinated. |
The States have made impressive progress in developing &tudent aid pro- }
‘grams in recent years. As recently as 1965-66, the total amount of aid provided
\
|

1= College Entrance Fxamination Board: New Approaches to Student Financial Ald:
.Rcrmrbfi rl;}' the Panel on Student Pinancial Need Analysis, New York, 1071, p. 21.

13 I'hid

u College Dntrnnce Fxamination Board : New Approaches to Student Flnanclal Ald. . ..

16 [ried and others : op. cit., pp. 150-151.

18 Hartman, op. clt, p. 483.
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by State scholarship plogmns was only $72 million.* By 1973-74, total State
appropriations for various forms of student aid amounted to more than $387
million, a major portion of which went to students at private institutions.®
There are now 35 States that have authorized student aid programs, although
thiree - of these programs are mnot funded, Of these programs, 28 are compre-
hensive undergraduate programs based at least in part upon need and cenfrally
administered. However, there is a tendency for the amounts of aid inade avail-
able to be quite small in many of the States. In terms of total dollars appropri-
ated in 1973-74, the largest programs were in New York, Pennsylvauia, aud
Illinois, in that order (Table 2). In terins of dollars I'er student enrolled in
1973, Peunnsylvania again led with an appropriation of approximately $145
per enrolled student, followed by Illinois and New Jersey with averages of some-
what more than $100 per student. At the otlier end of the spectrnm were Maine,
Northh Dakota, and Washington, with average amounts per total enrollment
ranging from nbout $5 to $7. Arizona, Alknnsns and Colorado had adopted pro-
grams but had not yet funded thein.

Uuder current Federal legislation, the relationship between State scholarship
programs and the Federal ¥ oG program is very loose. We believe that future
.changes in Iederal law should be directed toward encouraging the States to
restructure their programs so th4t the student grants nvtu]nble \\'111 be supple-
mentary fo those awarded under the BOG program, but we also believe that
careful study needs to be made of just how this should be done.

TABLE 2.— APPROPRIATIONS FOR COMPREHENSIVE STATE UNDERGRADUATE STUDENT AID
PROGRAMS, BY STATE, 1973-74

Appropria-

ofal Total tions per

: appropria-  enrollment, enrolled

State tions fall 1973 student

0
§1, 000, 008

0
34,709, 160
1,747, 300

10 078 190
6 300 000
2, 650 000

Missourt_

Montana__.. oo e
Nebraska_. -

Naw JersBY e
New Mexico.
New York ..o oeooaaus
North Carolina. - oo e e e
North Dakota___.. ——- - 167, 500
Ohio 18, 800, 000
1, 850, 000
64 000 000
550 000
4,000, 000

2,155, 000 154,410 13,95

17 Carnegie Commission : Who Benefits . . p. 162,
1917'4F(lu§ngion Commission of the States: IIighc) Bducation in the States, vol. 4, no. 5,
y P Lo
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TABLE 2.—1PPROPRIATIONS FOR COMPREHENSIVE STATE UNDERGRADUATE STUDENT AlD
PROGRAMS, BY STATE, 1973-74—Continued

. Appropria-

Total Total tions per

appropria-  enroliment enrolled

State . ions fall 1973 student

. $5,000, 000 503,612 $9.93

.............. 80,465 .oocoouoaans

2,593,620 27,708 93.62

Virginia : - meean—an e mccdmeamacsmmmaemasa 193,277 cceccaaneaena
B R LSO S 1, 380, 000 199, 478 6.92
Weost VErginia_ e coe oo cevamacaacmracmenan 500, 000 68,074 7.34
Wisconsin 10, 643, 600 221, 256 48.11
WYOMINE e n e —emewmcnamammmce |amamammessecocsasscoaocesmen-samaszzsesosessns 17,922 cvcacaccannan
United States.. 375,283,370 9,564,545 39.28
Service school e 16,573 loecaaane-
United States including service schools. o . o accuememoiamececmmc e mcecomannn 9,571,118 wmmecacannan

Source: Boyd, J. D., 1973-74 Undergraduate Comprehensiva State Scholarship/Grant Programs, Hlinois State Scholar:

’

ship Commission,.beerfield, ill., October 1973.

As this Subcommittee is well aware, the Administration Budget for fiscal
1975 does not include any provision for funding the State Scholarship Incentive
program. We believe that Congress shonld increase the appropriations for thig
program from the $19 million that was made available for 1974-75 to at least
the $50 million that wag initially authorized for the first year of the program
under the 1972 legislation, and that the amounts should gradually be increased in
future years. In any event, we regard the State Scholarship Incentive program
as a potentlally highly significant feature of the 1972 legislation and will give
considerable emphasis in our coming review of Federal aid issues to policy
guestions relating to the future of this program.

TIIE COLLEGE WORK-STUDY PROGRAM

I have been informed that the recent hearings held by this Subcommittee on
the Work-Study program hLave convinced members of the Subcommittee that
appropriations for the program should be very substantially increased. The
Carnegie Commission has consistently supported considerably larger appropria-
tions for the Work-Study program than have ever been made availnble. Our most
recent recommendation for funding of the program, included in the 1972 report
on Institutional Aid, was for $900 million—to be gradually increased in keeping
with our earlier recommendations on student aid. Without having had the |
opportunity to read the as yet unpublished report on the hearings, we are con- |
vinced that there is considerable evidence that colleges and other public and
nonprofit institutions could provide very substantially expanded and useful
employment opportunities to students if the funds available were increased to
that level.

.We also believe that the relationship of this program to other student assist-
ance programs should be carefully re-examined, with a view to adoption of

. changes in the provisions relating to it. The tendency of institutions, noted
above, to favor the more able students with relatively more grant aid, as com-
pared with work-study or loans, is regrettable. In its first report on Federal
aid, the Commission made the following suggestion :

Because students from lower Socioceconomic groups may experience cduca-
tional disadvantages in their initial college years, it might be desirable to place
gsome limits on their work-study program participation at the lower-division
level. Upper-division students, and lower-division’ students to the extent con-
gistent with their educational needs, should be encouraged to take part in the
work-study program,® : ‘

T would also suggest that, as funds for the BOG program become more adequate, |
consideration might be given to very substantial relaxation of the family income |
eligibility standards for the Work-Study program. Originally conceived as part
of that anti-poverty program, the Work-Study program might well be restruc-
tured to play a somewhat more Significant role in providing financial assistauce
to students from middle-income families whe cannot qualify for Basic Oppor-
tunity Grants, In general, the greatest need for compensatory education is found

1 Qarnegle Commission : Institutional Aid . . . , p. 84
2 Carnegie Commission : Quality and Hquality . . . ,p. 28,
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among students from low-recome families, and these stndents shonld nof, if
adequate grant aid is available, be forced to work to obtain assistance. For many
students from -middle-inecome fawilies, preparation for college has been ade-
quate, and part-time work is not likely to interfere as serionsly with their
educitional progress. In 1973-7-4 nceowding to the ACE study of the impaet of
student agsistance programs. only 30 percent of those participating in the Work-
Study program came from failies with adjusted incomes of $7,500 to $15,000
and ouly 4 percent from fmmilies with adjusted incomes of $15,000 or more™
Viewing the student, aid provisions as a whole. T would suggest that (here is a
strong case for inereasing the percentuage ot thioge aided in the $7,500 to $14,000
adinsted inconte bracket, In somme eases, this would make it easior for institutions
to find qnalified students for partienlar work assignments.®

STUDENT LOAN PROGRAMS

The Carnegie Commmission did not subseribe to the view, emphasized by some
«ceomomists in recent years. that students eapture all or most of the benefits of
higher edueation, In this view, stndents ean therefore well afford to repay lonns
from the relatively high incomes they will receive as college graduates, and any
student assistance provided should talke the form of loaus. The Connmission felt
that there were very snbstantial social benecfits from higher edneation that
justified snbstantial public subsidies in the form of a combination of tnition
subsidies and various types of student aid. Nevertheless, it helieved that a well-
designed loan program was an essentinl part of a comprehensive student aid
Pprogram, to enable needy students to supplement the necessartly limited aid that
can be received in an equitable grant program and to enable students who do not
come from needy families to borrow if, for one reasou or another, their parents
are uuable or unwilling to meet all their college expenses. The need for loans is
likely to be particularly great among students wlio wish to attend relatively
high-cost private institutions and among gradnate and professional stndents.

Viewed in the light of the recommendations of the Caruegie Commission, there
is no aspect of stndent assistance that is in greater need of major legislative
restrneturing than the provisions relating to student loans. This Subecommittee,
having held extensive hearings in April and July of 1973 and in Febrnary, 1974,
is well aware of the weaknesses of the existing programs, and I shall therefore
not. disenss these weaknesses at great length, Let me merely ontline first what I
consider to be the most serious weaknesses remaining in the Guaranteed Loan
Program, now that the unpopular needs test has been eliminated for eligibility
for an interest subsidy on annual loans np to $2,000 for students whose adjusted
family incomne is below $15,000 :

1. A Dbasic problem of inequality of opportunity in a programn in which Ienders,
and especially bank lenders, are likely to be influeneed by the eredit standing of
the student’s family and probably, also, by the family’s socioeconomie status in
The comnmunity.

2. The necessity for “special allocations™” from the Iederal Government to
malke possible continued student access to loans when the relovant interest rates
rises above T percent.

3. The diffienlty of ensuring student acecess to loaus, even when these “special
-allocations” are available, in a tight money market,

4. The lack of incentive for banks and other lenders to pursuc adequate collee-
tion procedures when loans are guaranteed by the I'ederal Government,

5. A fundamental question as to whether interest subsidies, as opposed lo
deferral of interest during periods of enrolliient, are appropriate. Not only do
interest subsidies lend themselves to abuse, as some of the testimony in your
lrearings indieated, but they are inconsistent with the view that a good student
loan program should be designed to provide only supplemeuntal assistance to needy
students and-shonld be a major forin of stundent aid primarily for stndents in
middle- and upper-income families who eannot qualify for grants. and for grad-
nate and protessional students. If interest subsidies are provided. then a needs
test, is appropriate, but we do not, believe that a well-structured student loan
programn should be needs-tested. If the program is unsubsidized, there is no good
reason why it should not be available to all stndents regardless of income. Rea-

2t El-Khawas and Kinzer, op. ¢it., p. 23.

2 1In my long nssociation with a resenrch institute on the University of Californin,
Rerkeley Onmpus, T knew of sitnations in whlch we could have appointed resenreh ns-
sistnnts under the Work-Study progrnin but could not find a qualified student whose
family income was below the maximum eligibility ceiling.
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sonable limits on the ;}mountS that can be borrowed, along with the natural
desire of the great majority of students to avoid excessive indebtedness, will
prevent over-use of the brogram.

6. The disadvantages of o short period of repayment—difficult te avoid when
banks predominate among lenders—in view of the life cyele in income and ex-
penditures. Not oniy«logs income tend to be relatively low in the early years after
college graduationfiind to rise to a peak in late middle age, but youthful families = |
also tend to borrow in the early years of marriage to acquire a home and appli-™
ances. They reach.a point at which their debts for these purposes are paid off and
netrsavings are fedsible at some point in middle age. Moreover, it is in the early
vears of marviage that a wife, who may also have borrowed as a student, is
likely to be out of the labor force becaunse of ehildbearing. For all of these rea-
gons, and also because iuflation, lightens the burden of repayments as the years
gosom, a relatively. lengthy repayment period is very advantageous for student
borrowers. .

There has been some tendency in Cqngress to prefer the Direct Student Loan:
program and to be-highly critical of the Administration for making no pro-
vision for that program in the 1975 Budget. T'his attitude is understandable, but
the Direct Student Loan program presents problems, also, especially serious prob-
lems of dlfferences in treatment of different students if it is to exist side by side
with the Guaranteed Loan Program. The 3-percent interest rate was appropriate-
when the program was adopted in the late 1950’s, but does it make sense today
for some students to be eligible for 3-percent loans while others have to pay well
over 7 percent? There i$ &lso an understandablé-tendency on the part of institu-
tions to give preference to able students in the allocation of loans under this
program and, I have been informed, to be mare concerned about the credit stand-
ing of the student, because the institution’s oivn funds are involved, than when:
it is determining need for a guaranteed loan.

Let me very briefly revicw the main features of the National Student Loam
Program recommended by the Carnegie Commission : ® .

1. The TFederal Government should charter a National Stydent Loan Bank, &
nonprofit private corporation to be finaneed by the sale of governmentally guar-
anteed securities. The Bank would be sclf-sustainin . ~xcept for administrative
costs and the cost of any cancellations of interest ..cause of low income and of’

_principal for any reason other than deuth, which would be met out of Iederal
appropriations. . i ‘

2, The Bank would make loans in amounts not to exceed $2,500 per year up to &
total of $6,000 for undergraduate studies and $10,000 for graduate studies. No»
student would be eligible to obtain more in loans or in other types of student aid
in any year than his costs of education, including subsistence costs. ) |

3. Borrowers would be required to repay loans by paying at least 34 of 1 per-
cent of income each year for each $1,000 borrowed until the total loan and ac-
crued interest was repaid. This ievel of repayment would permit the average-
income earner to repay his loan in approximately 20 years. (Lower earners
would require a longer period.) For borrowers filing a joint tax return, the
appropriate rate of repayment for the comLined debt of the husband and wife:
would be applied to the eombined income of the husband and wife.

4. Provisions relating to the beginning of initial repayments after completion_
of studies and after years of service in the armed forces or in national service
programs would resembie those in existing legislation. There would also be pro-
vision for deferral of payments during any periods of exceptionally low income.

5. 'The Bank would be authorized to enter into an agreement with the Depart-
ment of the Creasury under which the Internal Revenue Service would undertalke
all collections.

6. The interest rate charged the student would be set at a level which is ade-
quate to permit the Bank to obtain the funds and to cover cost of cancellation
upon the death of the borrower.

7. There would be no needs test.

8. There would be no cancellation of indebtedness for entering particular pro-
fessions, Any remaining indebtedness would be eanceled upon the death of the
borrower or at the end of 30 years from the date of first payment. \

23 Carnegie Commission: Quality and Fquality, Revised Recommendations . . . . pp.
9-13. The loan program recommended In this 1070 report was more carefully spelled out
:x[\‘ntl solmo,\;'lmt modified as compared with the proposals in the earlier 1968 report on
Federal aid.
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Unlike full contingency loan programs, such as the proposed Economic Oppor-
tunity Bank, this program does not involve redistribution of income through dif-
fering levels of repaynients for individuals with differentlevels of income. Lower-
income borrowers would have to repay their entire debt but would be able to
spread repayments over a louger period. The prograin is modeled to some extent
after the well-established Swedish student loan program, but differs in some
details from that program.*

We recognize that there may be serious obstacles in the path of early adoption
of this type of program, but we believe that its many advantages over existing
provisions will lead to increasing support for a program structured along these
general lines. The new Carnegie Couilcil plans to work out a more ‘detailed set
of recomniendations for this type of loan program in the near future.

PART-TIME STUDENTS

.- Although provisions of Federal legislation relating to the various student aid
programs generally allow aid to part-time students on.a pro-rated basis, adminis-
trative regulations, notably in the case of the BOG program, have limited aid’ to
full-time students. This has been an understandable limitation in view of the
inadequate funds available. We believe that in the future therc should be no
discrimination against part-time students in the allocation of aid. In the last few
years, the number of part-time students lrtas been increasing much more rapidly
than the number of full-time students. Between 1970 and 1973, part-timne enroll-
ment increased 27 percent, as contrasted with a 6 percent increase in full-time
enrollment,. on the basis of Office of Education data. In the case of women, the
increase in part-time enrollment was particularly ‘pronounced—37 percent as
compared with 12 percent for full-timne enrollment. A'mong men, the corresponding
increases were nearly 20 percent for part-time enrollment and 2 percent for full-
time enrollment. Expressing the relationships in a slightly different way, part-
time studenits accounted for 38 percent of the women and 33 percent of the men
who were enrolled in ‘the fall of 1973. )

fThese changes reflect accelerated enrollment in occupational programs in two-
vear colleges, where part-time enrollment is particularly common; an increased
tendency for mature married women to enroll—necessarily in many cases on a
part-time basis ; ‘and probably, also, a trend toward the more flexible patterns of
participation in higher education that the Carnegie Commission advocated in its
report, Less Time, More Options. In addition, in our report on Opportunities for
Women in Higher -Bducation, we advocated liberalization of many rules and
policies that restrict enrollment of part-time students or employment on a part-
time basis on university and college faculties.

COST-OF-EDUCATION SUPPLEMENTS

In all three of its reports oni Federal aid, the Carnegie Commission advocated
cost-of-education supplements based on the number of enrollees holding Federal
student grants in higher education. By the fall of 1971, it was.clear that all the
major associations representing institutions of higher education were supporting
a different approach to institutional aid, ealling for capitation payments based
on total enrollment. In the face of this situation, the Carnegie Cominission care-
fully reviewed its position at several meetings and concluded that the arguments
in favor of the approaclh it had recommended were compelling. As a result of these
discussions, the Commission issued its report entitled Institutional Aid in ¥Febru-
ary 1972, which, among other things, included detailed analyses of how differing
- aid formulasg would affect the various types of institutions. In that report, the
Commission stated that, in framing its provisions for Federal aid, the following
prineiples were considered to be most important :
Basic support of and responsibility for higher edircation remain with the
states and with private initintive. We are opposed {o the developmeni of a
single national system of higher edueation. . . . As a consequence of this |
principle, we do not favor lump-sum across-the-board grants to institutions |
from the federal government. This would be the initial step toward a nation- |
alized system as, first, the state would reduce their sense of basic responsi- |
hility, and, second, controls would inevitably follow the lump-sum across-the- |
board  grants. |

# For a discnssion of Swedlsh student aid programs, see Woodhall, M. : Student Lonua: '
A Review ot Eaxperience in Scandinag vd-Flsewhere, George C. Harrap & Co., Ltd., 1
London, 1970. : "Y { :
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- The liighest single priority for federal funding in higher education in the
19708 is to help fulfill the twowcentury old American dream of social
-, justice. . .. . ,
\Students should be given the maximum freedom of choice in choosing the
institution they wish to attend. . . .. -
Federal aid should be given in a manner which does not encourage the
states and private sources fo reduce their support. . . . )
.- {The form of federal @id:should minimize constitutional problens and
hopefully eliminate them altogether. . .. -~ . :

. The autonomy of institutions should be preserved.*

{Phe provisions for. cost-of-education supplements in the 1972 Amendments re-
flected the general principle supported by the Commission while ineorporating
some special fentures that the Commission -had not advocated. There has been
no funding of the provisions. The argnment is now being heard that there is no
. “longer'a ease for funding the cost-of-eéducation supplements, because the slow
- .growth of enrollment in the last few years has left many. institutions with
wnfilled student-places and therefore no special inducement in 'the form of cost-
~of-education: supplements is needed to ehcourage thesc. institutions to enroll
... students holding Federal grants. We would reply that recent enroliment shifts

- have affected different types.of institutions in a highly variable manner and that
unfilled student places -are by no means universally found in all institutions.

Turthermore, the need for institutional payments to assist ‘institutions-in pro--

< viding .&pecial edueational services to students ‘with inferior preparation con-

_ tintes to be very great. In a recent study of disadvantaged students in higher

-edueaticn, it was:found that, even in institutions that have. developed special

programs for these students, future funding of such programs tends to be very

‘precarious.® - S . ‘ '

~In an editorial of May 28, 1974, entitled “The Student Aid Hoax,” the New

York Tines expressed some cogent arguments in favor of funding the cost-of-

“edueation supplements : o o ’ ’

- Three years ago the Carnegie Commission on Higher Education recom-
mende® a formuia to aid students and institutions simultaneously. Modeled
on tlie coneept of a guaranteed annual income, it would automatically en-
title to scholarship aid any college-age student whose parents’ income is
below a set minimum. At the same time, every college would receive a
cost-of-education grant for each federally subsidized student. . .. . ..

Now the Administration has asked for the full funding of the Basie Op-
portunity Grants (B.0.G.) at a level of $1.3 billion, while not only scuttling
-other important grants and loans, bt without making any provision for
cost-of-educdation: grants to institutions—a fatal defect.

The plan to link :aid to the students and to the institutions is a tandem -

that eannot run-successfully on one wheel. Aid to students does nothing
to solve the institutions’ budget problems. The colleges’ only alternative
then will be to-raise tuition, thus ‘wiping out the gains promised to the
students. . . .. o :
_ The specific recommendations for cost-of-education supplements ineluded in
. our 1972 report differed somewhat from those included in the two earlier Federal
aid reports. They called for: :

1. $300 to an institution for each undergraduate student that is the recipient
of a grant from th&federal government which was made to the student because
of his finanecial need, and proportionate supplements for parttime students
holding sueh grants. . ‘

2. $200 for each student who receives a subsidized loan provided, however,
that no such payment shall be made for students who hold federal grants or for
students wlio borrow less than $200 during the fiscal year. (This provision was
intended to aid institutions in enrolling students from families with incomes
of $10,000 to $15,000.) . . i

A recommendation for ecost-of-eduaction supplements for needy graduate
students holding Federal grants that had been included in the two earlier Federal

_aid reports was dropped, largely because the inereasing problems involved in
using parental income as a criterion for the determination of neced.were con-
" .gidered to be particularly acute in the case of graduate students and a speecial
Yederal program of aid to needy graduate students was therefore no longer

2 Qarnegle Commission : Imstitutional Add ., . . .({m. 2-3. .
: o Astin, H. 8., and others: Higher Education and the Disadvantoged Student, Human
... Service Press, Washington, D.C., 1872, o . :
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appropriate. The report did, however, recommend cost-of-education supple--
ments of $5,000 for each Federal doctoral fellow enrolled at an institution,.
in line with earlier recommendations that had been associated with a proposal
for doctoral fellowships for especially able graduate students who had been
advanced to candidacy for a Pu.D. or equivalent research doctorate. I shall
return briefly to the problem of aid to graduate students at a later point.

The cost of these proposals for institutional aid was estimated in our 1972
report at $950 million, with the needed amount anticipated to rise somewhat
in subsequent years as the number of student grantholders increased. The pro-
visions in the 1972 legislation differ, of conrse, in material respects from the -
Carnegie Commission recommendations, especially in scaling down the amount
of the Supplements with increasing size of campuses. We have some reserva-
tions about thesc provisions, and we also believe thiit some of their details.
e.g., the definition of a separate campus, are in need of redrafting. For these-
reasons, and also because the problem of estimating the cost of implementing
the intricate provisions is complex, I have not attempted at this point to de-
velop a careful cost estimate. However, becalse the final provisions rescmble
much more closely the Senate bill thiat was under consideration at the tirae,
rather than the House bill, I would suggest that an adequate initial appro-
priation should not, as a rough order of magnitude, be less than about $500-
million.” We expect to undertake a detailed analysis of possible proposed re--
visions of the provisions for cost-of-education supplements during the coming:
year,

TurrioN Poricy IN PuBLIC HicHER EDUCATION

‘The Carnegie Commission recommendations relating to tuition policy in public-
higher -cducation, as set forth in Who Benefits?, have been subject to a certain.
amount of misinterpretation and have been erroneously assumed in many quar-
ters to be essentially equivalent to the recommendations of the Commnittee for-
Econoniic Development. We hope that the recent clarification of our policy in
T'wition, a copy of which has been supplied to some members of the Subcominit-
tee, has served to overcome misunderstandings.

Let me briefly review the Commission’s recommendaiions on tuition policy
as they developed chironologieally : ° h

1. In the Open-Door Colleges, issued.in June 1970, thie Commission stated its
belief that tuition charges in community colleges should be held to low levels
and that, as Federal aid is expanded and the States strengtlien their financial
support of community colleges, a Statewide no-tuition policy should be followed'
in as many States as possible. It was specifieally recommended that :

’ . » states revise their legislation, wherever necessary, to provide for
uniform low tuition or mo tuition charges at public two-year colleges.®

2. In The Capitol and the Campus, issued in April 1971, the Commission broad-
ened this recommendation to call for no tuition or very low tuition in the first
two years of all public institutions, including community colleges, state colleges,.
and universities. It also warned that, when public institutions found it neces-
sary to raise tuition and other required fees, increases should be at no higher-
rate than increases in per capita personal disposable income. As indicated earlier
in this statement, moreover, the Commisison recommended that States should
not consider raising tuition levels at public institutions until sfter establish-

~ment of a tuition grants program.®

8. In Who Benejits?, it was again receemmended that public institutions anad-
especially community colleges—should maintain a relatively low-tuition policy
for the first two years of higher cducation. It was also recommended that public
colleges and universities should carefully study their educational costs per
stndent and consider restructuring theit tuition charges at upper-division and
graduate levels to more nearly reflect the real differences in fthe cost of edueca-
tion per student, eventually reaching a general level equal to about one-third
of educational costs.* ] :

This same recommendation for restructuring tnition charges in favor of lower-
division students, and for progressively higher charges at upper-division and
graduate levels, was also made for' private institutions. Private colleges and
universities, in addition, were urged not to increase their tuition charges more |

% See Hartman. op. ¢il., p. 488,

2 Carnegie Commission ¢ The Open-NDoor Collicpes . . . , p. 4G.

® Carnegle Commission : P'he Capitol and the Campus . . ., pp. 85~86.

% Carnegle Commission : Who Benefits? . . ., pp. 108~109. ‘
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".rapidly than per capita disposable income and, if possible, to hold increases
~below such a rate®
This aspect of the recommendations in Who Benefits? was largely ignored
.in the response of the press and of some critics. )
Why was the Commission so consistently in favor of low or no tuition in the
_first twou years of higher education? The most important reason, I believe, was
that it felt that students should be given maximum opportunity to try out their
~chances for successful achievement in higher education in the first two years,
‘with a minimal financial burden. At this stage, many students are uncertain
~about their probability of succeeding and, sometimes, even of their motivation or
taste for advanced study. The community colleges, it was felt, had an especially
important role to play in offering a truly open door to many students who, for
one reason or another, had not performed up to their potential in high school
.and should be given a “second chance.,” A door is not very open, even with un-
selective admission policies, if tuition is a barrier. And many youthful students
.are wary of borrowing, especially if they are from low-inccme families and have
-experienced the extremely difficult problems that indebtedness can sometimes
cause for those families. : ’
Once a student has successfully advanced to upper-division work, he can be .
-expected to be more confident and, if he wishes to continue in, or transfer to,
.an institution with costs beyond those available to him through student grants
‘or. }iis parents’ contributions, should be prepared to augment his resources through
. part-time work or borrowing. : . A
-~ Tnow come to the Commission’s recommendations foi raising tuition somewhat
h -at upper-division and graduate levels, in those cases in which it falls below
.about one third of educational costs per FTE studeni. This recommendation :
.must be interpreted in the light of a background in which a good many economists
had been pointing out, during the previous 10 to 15 years, that low tuition bene-
-fited students from middle- and upper-income families far more than it benefited
-students from low-income families. The reason for this was that many studeuts
from low-income families would not be able to afford to go to college even with
-the benefit of low or no tuition, because they would have great difficulty in
meeting the subsistence and other expenses involved. In many cases, they and
-their families could not afford to do without the earnings they could receive if
.not enrolled, Or, to put the point somewhat differently, foregone earnings repre-
gsent a much sacrifice for students from low-income families than for students
" from affluent families.™ :
On the other hand, the Carnegie Commission was not prepared to move |
stoward a full-cost tuition policy for public iustitutions, as advocated by a sig-
nificent number of economists and by many strong supporters of private higher
veducation. This, it felt, would force too many students into heavy debt and
" would involve a sudden, and probably undesirable, change in the rules for |
1today’s generation of students, in contrast with older generations who had enjoyed |
:the benefits of access to low-cost public higher education.
Let me now set forth the Commission’s reasons for its recommendation as
-stated in the recent report on T'uition:
urP1e bagic reason is that public subsidies can be channeled to students who
'need assistance more effectively through a combination of modest. tuition charges
:and student aid than through primarily reliance on very low or no tuition. When
students are subsidized primarily through very low or no tuition, the benefits
.. flow to all students attending public four-year institutiong regardless of family
*income. In other words, the benefits fiow to many students who could well
-afford to pay atleast a wmodest tuition charge. ..
YA low tuition policy by itself-tends to channel more subsidies to higher-income
.groups in total because more young persons attend college from those groups.
‘A targeted student aid policy by itself tends to channel more subsidies to lower-
jncome groups . . . Current policy, which combines some elements of each approach,
-chanuels somewhat more total aid proportionately to higher-income groups. The
recommendations -of the Carnegie Commission would more nearly balance sub-
sidies among income levels (see Chart 2). . |
ThLe report emphasized, however, that the Commission did not favor tuition . |
:
|

‘increases that were .not accompanied by increased student aid. In faet, it.
‘indicated that the Commission favored an increase in student aid in_the uear
future that would. exeeed, in total amounts of dollars, any increase in tnition |
revenue. The report also pointed out that the one-third standurd was consistent .
"o Ipid., p. 110.

a2 For ’nppnrticulnrly able statement of the case against low tultion, see Nerlove. M.,:

«“On Tuitlon.and the Costs of Higher Education: Prolegomena to a Conceptual Frame-
work," Journal:gf Political Economy, vol. 80, no. 3, pp. S178-8218, May-June 1972,
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with the situation that had evolved historically, in which students and their
fawmilies meet approximately one-third of total institutional educational costs.

Cmarr 2—Distribution of public subsidy funds benefiting undergraduates, by
- family income quintile, under four alternative assumptions.

Family
income A, Existing public tuition B. Basic Opportunity Grants
quintile  subsidics only* program only.
V thighest
v / 1%
W ' .
23% .7
il .
165 _ 10%
7 _ :
16% » 30%
I {lowest) -
18% 60%
C Existing pulblic wition L. Public nuition subsidics and student
subsidies and stedent aid+ aid under full implementation of
Carnegie Conmission recomniendations 8
7 [~
A% 19%
23 -
22% 18%
1l
17% 17%
17 _
18% 21%
I
195, 25%

*Includes tuition subsidies at public institutions and estimated tuition subsidics
from public funds of private institutions,

*Assumes total annual expenditures of $1.3 billion, as recommended by the
federal administiation for 1974-75, and existing eligibitity standards,

4 Includes tatal estimated tuition subsidies and student aid from public fuadsat’
public and private institutions. :

§ Includes modified tuition subsidivs at public institutions, estimuted tuition sul-
sidivs from public funds ot private institutions, and totdl student aid from public
funds, including incieases recommenided by the Commission.

Source: Carnegie Commission on Higher Education: Twition: A Supplemental
Statement to the Report of the Carnegie Commission on Higher Bducation oL
‘Who Pays? Who Benefits? Who Should Pay?, Berkeley, Calif,, 1974, p. 9.
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Theé increases required by this poliey, the report pointed out, were not nearly
ag-pronounced as had been indicated in Who Benefits?, where an inappropriate
“and; out-dated measure had been used to estimate the ratio of tuition to educa-
.tional expenditures in public institutions. We now estimate that revenue from

-“tuition and reguired fees in public four-year institutions represents at least 24
percent of educational expenditures and, if adjusted for the high costs of graduate
" and medical eduecation, is probably about 27 to 28 percent of undergraduate
‘- educational-costs in 1978-74. For universities alone, the appropriate figure may -
. be as much as 30 percent. The earlier report hiad used a figure of 17 percent.

K Thus, on the average, the implicd average ineredses in tuition over the next
- ten years- are no more than-one percent a year over the rise in undergraduate
. _educational cost$ per student and-probably less than that. This is a far smaller -
*“increase .than the CED recommendations imply, as the new report on Tuition

shows -(page 25). However, ratios of tuition to educational costs vary greatly
© -among States and among institutions. In some Sfates, notably Pennsylvauia,
tuition’ tends to represent at-least one-third of educational costs at the present
.- time, whereas in others, e.g., Texas, the ratio is mnuch lower. Thus, the actual
. increases implied vary greatly and in some cases, as in New Hampshire and
~'Vermont, tuition revenue substantially exceeds one-third of edueational costs.

Understandably: there has.been concern in-recent years over the impact of

tuition inereases, spurred on by sharply rising costs, on middle-income. students

~who @0 not qualify for student grants, The report of the National Commission
~“on the Financing of Postsecondary Education included a chart that showed a
-+ :particularly sharp drop between 1967 and 1972 in the percentage of young persons
"< enrolled from families with incomes of $10,000-$15,000 in constant 1972 dollars.®
~ . “However, analysis of income changes between 1967 and 1972 shows that income
" 'inereases tended to vary directly with family income, with families at higher

:income levels experiencing more pronocunced increases than families at lower
. income:levels, A more accurate way of measuring the impact on middle-income
. students is .to compute enrollment rates for family income quintiles, i.e., fifths

- of all families in terms of income levels:

fin percént]

v AJl amilies with children aged 1810 24 1.
' h(lowcst quintile)_..__...;o .

€0 G Gy bt W3
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L) S U v .0

-1 Families for whom income was not reported are excluded.’ +

Source: U.S, Burc?u of ¢ Census, Current Pbpulation Reports, Series P-20, Nos. 190 and 260, 1969 and 1974.

The results show that it was only in the two highest quiniiles (which bad to
be averaged because there was no breakdown of family incomes for the $15,000
and over group, within: which the upper boundary of the second highest quintile
fell) that there was a decline in the eurollment rate during the 5-year period.
“We do not have enough information on the factors underlying recent shifts in
enrollment patterns, but can be certain that at least four factors are involved:
(1) the increasingly high cost of attending college, (2) changes in the draft law
that have made it no longer necessary to attend college in order to avoid military
service, (3) the unfavorable job market for college graduates in some fields,
and (4) the increasing tendency for students to “stop out” of college for a period -
and return later.

‘If, however, one looks closely at the enrollment rates in Table 1, it becomes
apparent-that it is primarily among youthful white males that a sharp decline
occurred between 1969 and 1973, and this suggests that the change in the drafi.-
situation was probably an especially important influence. .

T shall return to some concluding comments on relationships between student
aid and tuition poliey after discussing briefly the problem of support for graduate
edueation, )

‘©1 National Commission . . . , op. cit., p. 27.

A v vext provided by ERIC

e 83 J




ERI

220

'BUPPORT OF GRADUATE EDUCATION

The main thrust of the present hearings, as I understand it, is on assistance
for undergraduate students, but I would be remiss if I did not commeut on the
unsatisfactory state of support of graduate education. Since 1968 there has been
an extremely sharp drop in the number of graduate students receiving support
by Federal fellowships or traineeships, ag well as a cessation of several large
foundation-supported fellowship programs. This has been accompanied by cut:
‘backs in graduate education programs in some of the nation’s most prestigious
graduate schools, and by a shift in graduate enrollment away from universities
and toward State colleges. - . :

The marked change in the job market for Ph.D.s since 1968 has-led in some
«ircles to a general attitude of skepticismi about the desirabilify of providing
-doctoral fellowships. This attitude, we believe, is dangerous and undesirable. The
nation’s leading graduate schools are a major national resource and should be
‘protected against the hazardous impact of sharp fluctuations in Federal support.
"The long-run trend is clearly toward a continuing increase in the relative pro-
portion of highly trained doctorates required by our economy. Already the market
for Ph.D.s in engineering has turned around completely since the late 1960s; so
that we now have a shortage, and surpluses are also beginning to disappear in
'some of the naturul sciences. A sustained and sensible Federal policy of support.
«of graduate education and research should be a basic element of national policy.

The Carnegie Commission has recommended the gradual phasing out of present
'doctoral fellowship programs offered by various Federal agencies and the estab-
lishment of a single fellowship program with selection hased upon demonstrated
:academic ability without reference to need for graduate students advanced to
candidacy for the Ph. D. or equivalent research doctorates. The number of first-
.year fellowships awarded should equal one-half of the average of the national
total of earned doctorates in the fourth, third, and second year preceding the
year in which the fellowships are awarded.”* The Commission also recommended
cost-of-education supplements to go along with these fellowships, as suggested
above, and has developed recommendations designed to prevent continued pro-
liferation of doctoral-granting institutions.®

FUTURE PROBLEMS

As we look toward the future, we must be prepared for the possibility that
Tegal decisions may eventually outlaw the use of parental income as a criterion
for the determination of need for student aid. This may well turn out to be one
of the inevitable consequences of the loweriug to 18 of the legal age of adult-
hood. Already we are in a situation in which increasing nunibers of students are
seeking independent status in applying for student aid. Fortunately, in termns
of equitable allocation of student aid funds, these “independent” students are
-evideutly predominantly from low-income families. But if the legal situation
should outlaw the use of parental income in the determination of need, we shall
be in a whole new “ball gaine” they will call for a new set of policies to encourage
equality of opportunity.

Looking ahead toward this eventuality, and for a number of other important
reasons, the new Carnegie Couucil is now conducting-a study, in cooperation
with the American Council on Education, of “two years of free access” or *‘two
years in the bank,”—a concept that was put forward in the Commission’s report,
Less Time, More Oplions.™ As one part of this study, we are exploring various
Alterunative ways in which the Federal Government might provide financial
enconragement for implementation of policies of low or no tuition in the first
two years of higher education. The. Carnegie Comunission, as I have shown,
emphasized the desirability of such policies, but it did not develop specifie
recommendations for implementing them.

Because tnition charges vary greatly among State systems of public higher
education, and even within such gystems. the problem of devising an appropriate
formula for I'ederal financial support aimed at low tuition is not simple. If the

- A

™ or further details, see Quality and Equality, Revised "Recommendations . . . , pp.
15-16.

1 See Carnegle Commlission: Oollege Graduates and Joba: Adjusting to a New Labor
Market Situation, MeGraw-Hill Book Company. New York, 1973. Section 8,

26 Carnegle Commisgsion: Legs Time. More Options: Education Beyond the High School,
MeGraw-Hill Book Company, New York, 1071, For further discussion of the concept,
see Cnrnegle Comnmission : Toward a Learning Society, MeGraw-Hill Book Company, New

. York, 1973.
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Federal Government were simply to “pick up” all or & portion of the cost in terms
of lost revenue to State systems, it would be penalizing the systems that already
have low or no tuition and rewarding those with high tuition. Thus, some other
approach must be sought. We are exploring, among other alternatives, a number
of formulas that might be used in a program of Federal grants to the States
for this and perhaps related purposes. But we are not prepared for any policy
recomnmendations on this issue at present.

In conclusion, I would like to stress the point that we regard adequate
tundlng of the BOG program, along with liberalization of eligibility standards
and other improvements in the program, as the number one priority at the
present time,

Mr. O’'Hara. The committee will meet next on Friday to hear
testimony from the Commission on Financing of Post-Secondary
Education at 10 o’clock in this room. ’

The committee now stands adjourned.

[Whereupon, at 12:30 p.m., the subcommittee recessed, to reconvene
on Friday, June 28.] , . :
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HIGHER EDUCATION : WHO PAY8? WHO BENEFITS? WHO SHOULD PAY? (1973)
Tre Brrects oF Two ProrosaLs ¥or HIGHER EDUCATION FINANCE

(By Robert W. Hartman and Arthur Hauptman)
'-w\“ .

Public ana

. Public Private private

institutions  institutions institutions

Full-time equivalent student enrollement (in thousands). .. --.-. © 5,066 1,698 6,764
Expenditures on student education Gin billions)......-.._ $9.6 .4 114.0
Expenditures per full-time squivalent student_.. - $1, 895 §2,591 $2,070
Tuition and fees income (in-biilions). .. .- ---_- - © §1.887 $2.963 $4. 850
Tuition and fees per full-time equivatent student_____ - $372 . $L,745 $717
Tuition and fees as a percent of educational expanditures___________... ' 20 67 35

The table below shows the level of government support for higher education
‘for academic year 1970-71. Once again, the source for this information was
Carnegie Commission, Who Puys? Who Benefita? ('This table includes research,
while the previous one excludes most research expenditures.)

* X X L Public and private
Public institutions Private institutions institutions
_Total Dollars Ple" . Total Dollars ;m Total Dollars ger
(billions) E  (billions) TE  (billions) TE
Federal: . .
Institutional income sccounts. $2.18 430 $1.61 LLL §3.79 560 -
Student aid - 1.535 303 512 302 2.047 303
Total Federal support_.._. _.._. 3.715 733 2.122 1,250 5.837 863
-State and local: '
Institutional income accounts.____ 7.494 1,479 1 65 7.604 1,124
Student aid. e o . 302 0 .034 20 . 336 50
Total State and local support..__. 2,796 1,539 . 144 85 7.940 1,174
All governments: '
Institutional income accounts..__. 9.674 1,910 1.720 1,013 11. 394 1,685
udent 2id _ _ e —ee 1.837 . - 362 . 546 322 2,383 352
Total govarmental support__..__ 11.511 2,272 2.266' 1,335 13.777 2,037

ALTERNATIVE 1: HEAVY GOVERNMENT smrqgi'r IN ORDER TO PROVIDE ACCESS TO PUBLIC
' .AND PRIVATE HIGHER EDUCATION

This alternative considers what would have happended in the 1970-71 aca-
demic year if the following ineasures were taken: :

2. State and local governments increase their institutional support so that zero
tuition and fees are maintained at all public institutions. ‘

b. States provide additional subsidies to students at private institutions so
that the per student subsidy at public and private institutions are equal.

c. Federal government initiates a Basic Grant Program with 4 maximum grant
of $1,400 (this prograin is assumed to cost $1.5 billion).

The following changes would have resutted from this approach :

(1) Total government support would increase by $5.611 billion, an increase of
41 percent. State and iocal support would rise by $4.1 billion (52 percent), while
federal support would rise by $1.3 billion (26 percent).

(223)
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(2) State and 1ocu1 support for public mstxtutwus would rise by $1.887 billion
(n 24 percent increase), while state subsidies for students in private institutions
would be increased by $2.224 billion (a 1,500 percent increase).

{3) Govermment per student support at pubhc institutions would have risen
from $2,272 to $2,866; subsidies for students in private higher education would
aave gone from $1,335 to $2,886.

(4) Under this plan a student with no family means who attends a public

pstitution would be $1,772 better off than p1ev10usly ($1,400 from thie federal -

~BEint and $372 from lowered tuition), while middle.income students would be

‘«&137‘7 better off at public institutions.

ERIC
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ALTERNATIVE 2! RISE IN PUBLIC TUI'J.ION AND FEES, MORE GOVERNMENT FOCUS ON
STUDENT AID

'This alternative considers the effects of a rise in tuition and fees at public
institutions coupled with expanded student aid programs. The following
assumptions have been made.

a. State and local governments would raise tuition and fees at pubhc mstltu-
tions to 35 percent ot educational expenditures, up from 20 percent in 1970-

‘b. State and local governments would then use the income derived from the
incrensed tuition and fees in need-based grant programs.

e. The federal government would provide a basic grant program on top of the
state grant programs. The federal program would have a maximum grant of
$900 and would cost approximately $1.0 billion.

If these changes had been effected in 1970-71, the following results conld ha\‘e
heen expected :
© (1) Total government support would increase by $1.0 billion, w1th all of the
‘increase coming in the federal sector. State institutional support amounting to
$1.5 billion would be converted into student ajd, but the total amount of state
support would remain unchanged.

(2) Average tuition and fees at public institutions would rise from %372 to

%603, and increase of $291. At the same time, governmental student aid txupport
\wul(‘ increase by $2.473 billion, an increase of 104 percent.
" (3) Student aid would go to 50 percent of full time equivalent enrollments up
from the 30 percent estimated in 1970-71 under current financing arrangements
Student aid per «id recipient would increase by $262 (from $1,174 to $1,436),
about equal to the tuition increase at public institutions.

(4) The state scholarship program would provide a maximum grant of $1,400
{assumiug state scholarshlps were limited to the Basic Opportunity Grant popu-
lation). wihile the maximum federal grant would be $900. Thus, a student with
no family means would receive $2,800 and face an increase in public tuition of
$201, making him $2,000 better off.than in 1970-71 if he was not a giant

reeipieént under current financing rules. Middle nicome students would face the
higher public tuition charge and adequate loans would have to be forthcoming
to them.

A guess is that loan supply would have to go up by $500 inillion to offset the
tuition rise for students between $12,000-20,000 famliy income.
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STUDENT FINANCIAL ASSISTANCE
(Miscellaneous)

R FRIDAY, JUNE 28, 1874

‘ ; Houst: or REPRESENTATIVES,

L SPECIAL SUBCOMMITTEE ON EDUCATION

| ' or THE CoMMITTEE oN EDUCATION AND LAROR,

| Washington, D.C.

R The subcommittee met at 10:15 a.m., pursuant to adjournment, in

| Cannon House Office Building, Hon, James G. O’Hara (chairman
of the subcommittee) presiding,

Present.: Representatives O’Hara and Dellenback.

Mr. O’Hara. Today the subcommittee will take testimony on the
report of the National Commission on the Financing of Postsecond-
ary Education. Unlike the Carnegie Commission and the CED, which
were essentially formed as a result of private initiative, and unlike the
Newman Task Force, which was created by the executive branch, the
National Commission was created by act of Congress—by section.140
of Public Law 92-318, the Education Amendments of 1972 as amended
by Public Law 93-385. The relevant provisious of law will be printed,
a.gsent objection, at a proper place in the hearing record.

[The information referred to follows:]

EpucaTioN AMENDMENTS ofF 1972 (PuBLic LAaw 92-318)

STUDY OF THE FINANCING OF POSTSECONDARY EDUCATION

‘SeEC. 140. (a) (1) It is the panrpose of this section to anthorize a stndy of the

i impact of past, present, and anticipated private, local, State, and Fedcral sap-

port for postsecondary education,-the appropriate role for the States in support

of higher edncation (inclnding the application of State law npon postsecondary

edncational opportnnities), alternative student assistance programs, and the
potential Federal, State, and private participation in such programs.

1(2) In order to give the States and the Nation the information needed to
-assess the dimensions of, and extent of, the financial crisis confronting the
Nation’s postsecondary institutions snch study shall determine the need, the
desirability, the form, and the level of additional governmental and private
assistance. Such study shall include at least (A) an analysis of the cxisting
programs of aid to institutions of higher edneation, varions alternative proposals
presented to the Congress to provide assistance to instititions of higher edncation.
as well as other viable alternatives which, in the - judgment of the

<+ Commission, merit inclnsion in snch a stndy ; (B) the costs, advantages and dis-
advantages, and the extent to which each proposal wonld preserve the diversity
and independence of such institntions; and (C) the extent to which each wonld

s ..advance the national goal of making postsecondary education nccessible to all
individuals, including refurning veterans, having the desire and ability to con-
tinue their edueation.

‘(b) (1) There is ‘hereby established, as an independent agency within the
executive branch, a National Commission on the Financing of Postseeondary
- Edneation (referred to in this section as the “Commission”). Upon the submis-

(225)
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sion of its final report required by subsection (d) the -Commission shail cease
to exist. Upon the submission of its tinal report required by subgection (d) the .
Comimission shall cease to exist, except that it shall, if necessary, have a reason-
able time (but not later than June 30, 1974) to terminate the affairs of .the
Commission. :

(2) The Department of Health, Education, and Welfare shall provide the
Commission with necessary administrative services (including those related to
budgeting, accounting, financial reporting, personnel and procurement) for which
payment shall be made in advance, or by reimbursement, from funds of the
Commission and such amounts as may be agreed upon by the Commission and the
Secretary of Health, Education, and Welfare.

{(8) The Commission shall have authority to accept iu the name of the United
States, grants, gifts, or bequests of money -for immediate disbursement in further-
ance of the functions of the Commission. Such grants, gifts or bequests, after
acceptance by the Commission, shall be paid by the donor or His representative
to. the Treasurer of the United Statés whose receipts shall be their acquittance,
The Treasurer of the United States shall enter them in a special account to the
credit of the Commission for the purposes in each case specified.

(¢) Inconducting such a study, the Commission shall consider— )

'(1) the nature and causes of serious financial distress facing institutions of
postsecondary education; and

(2) alternative models for the long range solutions to the problems of
financing postsecondary education with special attention to the potential
-Feder'atl_, State, local, and private participation in such programs, including
at least— )

H{A) the assessment of previous related private and governmental
studies and their recommendations ; :

(B) existing State ind local programs of aid to postsecondary
institutions; - . |

(C) the level of endowment, private sector support and other incomes
of postsecondary institutions and the feasibility of Federal and State
income tax credits for charitable contributions to postsecondary
institutions; ) ’

(D) tthe level of Federal support of postsecondary institutions througl
such programs as research grants, and other general and categorical
programs ;

+(B)' alternative forms of student assistance, including at least loan
programs based on income contingent lending, loan programs which util-
ize fixed, graduated repayment schedules, loan programs which provide
for cancellation or deferment of all or part of repayment in any given
year based on a certain level of a borrower’s income ; and existing stu-
dent assistance programs including those administered by the Public
Health Service, the National Science Foundation, and the Veterans Ad-
ministration ; and

I(F) suggested national uniform standards for determining the annual
per student costs of providing postsecondary eduecation for students in
attendance at various types and classes of institutions of higher
education.

(d) No later than December 31, 1973, the Commission shall make a final report
to the President and Congress on the results of the investigation and study
authorized by this section, together with such findings and recommendations,
including recommendations for legislatlon, as it deemns appropriate, including
suggested national uniform standards referred to in subsection (e) (2) (F) and
any related recommendations for legislation. No later than 60 days after the
final report the Commissioner shall make a report to the Congress commenting
on the Commission’s suggested national uniform standards, and incorporating
his recommendations with respeect to national uniform standards together with
any related recoinmendations for legislation.

‘(e) In order to carry out the provisions of this part, the Commission is author-
ized to—

'(1) enter into contracts with institutions of postsecondary education and
other appropriate individuals, public agencies and private organizations;
(2) appoint and fix the compensation of such personnel as may be
necessary ; ’
. (3) employ experts and consultants in accordance with scction 3109 of
title 5, United States Code;
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(4) utilize, witl their consent, the services, personnel, information and
facilities of other Federal, State, local, and private agencies with or with-
out reimbursement ; and

i(5) ‘consult with the leads of sucli Federal agencies as it deems appro-
priate.

(£) (1) The Commission is further authorized to conduct such hearings at
such times and places as it deems appropriate for carrying out tlie purposes of
this section.

(2) The heads of all Federal agencies are, to the extent not prohiblted by law,
directed to cooperate with the Commission in carrying out this section.

(g) (1) The Commission shall be composed of—

(A) two members of the Senate who shall be members of the different

. political parties and who shall be appointed by the Presideunt of the Senate;

(B) two Members of thie House of Representatives who shall be members
of different political parties and who shall be appointed by the Speaker of
the House of Reprcsentatives; and -

(C) not to exceed thirteen members appointed by the Presndeut not later
than ninety days after the date of enactmernt of this Act. Sucl members
shall be appointed from—

(i) members of State and local educational agencies;

(ii) State and local government officials;

(iii) education administrators from private and public higher educa-
tion institutions and community colleges;

(iv) teaching facility;

(v) financial experts from the private sector ;

(vi) students;

(vii) the Office of Bducation ; and

(viii) other appropriate fields.

(2) The President shall designate one of the members to scive as Chairman
and one to serve as Vice Chairman of the Commission.

(3) The majority of the members of the Commission shall constitute a
quorum, but a lesser number may conduct hearings.

(4) The terms of office of the appointive members of the Commission shall ex-
pire after submission of the final report.

() There are hereby authorized to be appropriated $1,500,000 for the period
beginning on the date of enactment of this Act and ending July 1, 1974 for the
purpose of carrying out the provisions of this section.

{20 U.8.C. 1070) Enacted June 23, 1972, P.L. 92-318, sec. 140, 86 Stat. 282
284, and amended May 16, 1973 by Public Law 93-35 87 St“t 72.

Mr, O'Hara. The Commission was duly appointed, began and com-
pleted its work, and filed a final report at the begnnung of this year.
The report of the Commission deserves particular attention by this sub-

* committee because two of our distinguished members—the gentleman

from Indiana and the gentleman from Oregon—ivere among the mem-
bers, and, I am advised, the hardest working members of the Commis-
sion. The Chair notes the presence in the room this morning of
Mr. Dullenbick and conveys Mr. Brademas’ apologies.

The Commission witnesses this morning include its clmltm'm,
Mr. Don Leonard, attorney at law, of meoln, Nebr.; the executive
director, Dr. Ben Lawrence, now with the National Center for Higher
Education Management Systems, Boulder, Colo.; Dr. Georrre
VVeathelsby, associate -director, now at Harvard Umveleltv M.
Dan Martin, of the Associated Colleges of the Midwest; and Dr Peter
Muirhead of the U.S. Office of Education.

All of these witnesses are distinguished educators and experts in
their own right, but I think- they will all forgive me if I single out
one of them for special mention at this time.

Ever since I first came to the Congress, whenever there has been a
question to be asked about Federal education policy—and partic-

Q
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ularly postsecondary education policy, the natural thing to do, no mat-

ter who was in charge at the very top of the Office of Education, or
the Department of Henlth, Education, and Welfare, has been to pick .

* up the telephone and ask Peter Muirhead. .

Peter Muirhead, T am grieved and a little skeptical to say, is about

to retire from the Office of Education. After 16 years of advising Con-

gressmen, Presidents, Commissioners, Secretaries, college deans, school

board chairmen, parents and students, Peter Muirhead is about to
leave public life—or so he thinks.

The fact is that as long as I have Peter's telephone number—and
I understand he will still be in the Washington area—he is not going
to get off without advising me. And I think I speak for every member
of this subcommittee, for all those who have testified before us, for all
those who have worked with him, and for the millions who have
benefited from his work, when I say that Peter Muirhead may be off
the payroll, but he cannot be taken off the honor roll. Let me tender
to you the official and formal thanks of this subcommittee for all your
help over a great many years. ‘ _

Mr. MuirnEap, Thank you, Mr. Chairman, for those gracious and
generous remarks. It has geen an eventful time to work in the Office
of Education during these past 16 years—a period when the Federal

“interest in education has been and continues to be “center stage” in
the deliberations of our Government. Although I have been privileged
to work for the executive branch during all of that period, one of the
most precious memories that I will take with me will be that of the
creative wisdom and productivity of this committee and its unswerv-
ing commitment to serving the postsecondary education needs of our

outh. _ : C
Y Mr. O'Haga. Gentlemen, I don’t know if we really ought to let M.

‘Dellenback sit up here. It 1s sort of a conflict of interest but I guess it

is all right.
Would you like to make some observations ?
Mr, DeLLEnBack. I am here to ride shotgun.

Mr. O’Hara. I am sure they don’t need any protecting but I am’

sure you will do a good f ob if they do.
Gentlemen, if you will proceed.

STATEMENTS OF PETER MUIRHEAD, DEPUTY COMHMISSIUNER FOR
HIGHER EDUCATION, U.S. OFFICE OF EDUCATION; DON LEON-
ARD, LINCOLN, NEBR., CHAIRMAN, NATIONAL COMMISSION ON
THE FINANCING OF POSTSECONDARY EDUCATION; BEN LAW-
RENCE, NATIONAL CENTER FOR HIGHER EDUCATION MANAGE-
MENT SYSTEMS, DENVER, {CL0. (FORMER EXECUTIVE
DIRECTOR, KCIE); GEORGE WEATHERSBY, HARVARD UNIVER-
SITY (FORMER ASSOCIATE DIRECTOR, NCFPE); AND DAN
MARTIN, ASSOCIATED COLLEGES OF THE MIDWEST

Mr. Lirowarp. I believe Dellenback and Brademas have been riding

1ss;lhc{?g'un to assure the Commission got things done in the last year and a
alf.

__ Chairman O’Hara, members of the subcommittee, ladies and gentle-
- men, this presentation is the last official act of the National Commission

LA |
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" on.the Financing of Postsecondary Education. In a sense it is appro-
- priate that our last official act end here, because I understand that the
- 1nitial discussions that led to the Commission’s creation started here.
.©On the other hand while the Commission’s work has ceased we are
- pleased at the work we have stimulated. As you are aware, in discharg-
ing 1ts responsibilities, the Commission chose not to rehash old issues
- so thoroughly examined by other study groups, but tried to add some-
~thing new to the base of knowledge they had accumulated. Of course
the Commission’s report, its staff reports, and its data base provide
testimony to one of its major impacts. I am attaching a list of Commis-

. sion reports now completed for your information. .

This includes the basic report of the Commission and certain staff

.- reports which have been issued or soon will be. ' '

= 'The ‘Comjlli5810n’s approach, of course, has been well publicized. It.

. ~was to devise a means whereby we could determine in a more sys-

.- tematic way, and hopefully more accurately; what would happen in the

future if we chose one policy alternative as opposed to another in the

- financing of postsecondary education. It has recommended the use of
an’ analytical framework and placed high priority on assembling
pertinent data to permit the thorough analysis of policy proposals
to assist Federal and State policymakers in making wise choices con-
cerning the financing of educational services to our people.

- The Commission has also attempted in a rudimentary way to use
that framework and data to demonstrate the potential usefulness of
such an‘approach and to provide you with the most current informa-
tion available. We find evidence already that these approaches are
being seriousl% attempted and we are pleased.

I am distributing a publication by our Executive Director which
provides a brief summary of the Commission’s report which you may
find easier to utilize and make reference to than the large volume.

- We would also like you to be awaré that we have completed our
assignment within the time frame provided and within the appro--
priation provided.

T would like to give high compliment to the staff who worked long
hours in bringing about the work of the Commission.

In your letter of June 12, 1974, you asked us to focus our attention
on the student assistance questions and these issues, such as tuition and
institutional-aid policies which are part and parcel of the student as-
sistance question, We intetid to do that.

Dr. Weathersby will report the findings of the Commission that are

- relevant to student assistance. Dr. Martin will speak briefly about

diversity and distress in institutions as related to student financial
assistance focusing particularly on the concerns of private and other

_high tuition institutions. ‘ :

- Dr. Lawrence will speak to you about objectives and incentives of
parents, students, institutions, and States, and how that affects the
effective operation of Federal financing programs and finally in our
discussions following our initial presentution we hope to be able to
present some personal observations that cannot be attributed to the

- Commission’s work but arise out of our experience with the Commis-
sion and other involvements in the postsecondary education enterprise.

In particular it is the hope of the president, that the presence of Dr.

" Muirhead can add materially to this discussion. -

¥y

Q

09




230

Since we have prepared statements we will summarize them briefly,

‘trusting that the summary will stimulate our discussions with you and

that you will have an opportunity to read our prepared statements at
another time.
Dr. Weathersby.

‘Mr. Weataerspy. I am not going to read this docwment in its-en-

tirety but will highlight it as I go through.

_ Mr. O’Hara. Without objection the statement will be included in
the record in its entirety.

Mr. Wearaersey. In view of the recent subcommittee hearings on
student assistance policies, I believe much of the work of the National
Commission will be directly relevant to your considerations. In the
next few minutes I would like to share with you the substantive re-
search findings and procedure of the National Commission and to
relate my personal observations. :

The Education Amendments of 1972 will be regarded as landmark

-~ legislation because it created numerous new financing programs for

postsecondary education, including the National Institute for Educa-
tion, the fund for improvement of postsecondary education, and the
basic educational opportunity grants (BEOG), as well as extending
virtually all of the previously authorized programs for another 3 years.

The Education Amendments of 1972 also marked the transition of
policy focus from higher education to postsecondary education. In
1972 postsecondary education was about a $30 billion industry an-
nually with the Federal Government—$8.1 billion—providing al-
most as much as all 50 States and nearly 500 local governments com-
bined—$9.3 billion. There are about 2,950 colleges and universities in
the United States; in addition there are more than 7,000 accredited
technical and vocational noncollegiate schools, about 5,000 of which are
proprietary. There are about 9.3 million students in the collegiate sector
and 3 million students in the noncollegiate sector. Total 12 million.

Structuring public policies to respond to this broad scope of institu-
tions and students in postsecondary education is very difficult and leads
almost inevitably to policies which are not particularly responsive to
any one type of institution. The work of the Commission dealt with
the whole sweep of postsecondary education and its financing—and
not with particular institutional sectors. Therefore, the following dis-
cussion of the results of the Commission will be presented in general
terms with no assertion that these general results set the context for
developing public policy to deal best with every institution.

The Commission had two principal outcomes: A recommended proc-
ess for planning the financing of postsecondary education and a set
of data-based research findings on the degree of accomplishment oy
some chjectives, the extent and causes of institutional financial dis-
tress, the applicability of available uniform costing procedures, and the
likely enrollment and financial consequences of alternative financing
plants for postsecondary educatioh: 5

The decision by the Commission to operate on two levels—the proc-
ess of planning for and the substance of national financing policies—
was deliberate from the very beginning of the discussions of the Com-
mission. I believe this decision reflected the frustrations some mem-
bers of the Commission had felt in the last several years as they strug-
gled in the national policy arena without any clear conceptual guide-

lines.
f} ‘
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- Perhaps this decision also reflected the attitude of some Commis-

- sioners that the role of this Commission was to advise the Congress and

the President on the current state of postsecondary education and the

likely: future state of postsecondary education if different policies are
followed in the future. . ’

To provide a context for tliis substantive information, the Commis-
- - sion also had to describe the conceptual approach it had taken in its
analysis. Conditions affecting postsecondary education will change,
as will public priorities, in ways that are difficult to predict; yet it is
the hope of the Commission that the analytical approach it has
developed will continue in the future to be useful in developing ap-
propriate national policies.

-The two-level focus of the Commission’s report has possibly made it
- more difficult to analyze the report. The substance is complex both be-
cause the financing of postsecondary education is complex, including
~ over 880 Federal financing programs plus several hundred more State,

local and private financing programs, and because of the highly de-
centralized decisionmaking of the more than 10,000 institutions and
12,000,000 students in postsecondary education.

.Unlike the Carnegie Commission which focused on ‘the collegiate
sector and the Committee for Economic Development report, which
focused on undergraduate collegiate instruction, the National Com-
mission included the noncollegiate sector as an integral part of its
analysis. :

Using aggregate categories of students—by level and income
group—and 1nstitutions—by public/private, Carnegie category and
USOE Career School category—the Commission made many observa-
tions including : ' .

" (1) Consistent with other recent studies, the Commission observed
that ethnic minorities, persons over 25 years old, and women having
substantially less access to postsecondary education than young white
men. Family income per se is not a particularly important variable in
explaining, statistically, the difference in participation rates. And, as
corroborated by the available estimates of the response of student de-
mand to changes in'the price of postsecondary education, the net effect
on enrollment of moderate changes in student aid or tuition is also not
particularly large.

In years past we have thought of financial need as an almost physical
barrier preventing would-be students from attending college. The
partial evidence available suggests that parental education and oc-
cupation, individual ability and high school tracking are all more im-
portant than family income in affecting an individual’s college going
choice. Furthermore, most of these factors are not instruments of
public policy, at least not for this generation of young people. The
evidence does not argue that equal access is a hopeless objective—but
it does suggest that achieving equal access through monetary incentives
. alone will be both difficult and expensive. ,

(2) The income’ composition of enrollment in each sector of post-
secondary education—for example, private research universities or
public 2-year colleges—is not a function of the average price of the
sector, indicating that there are some strong signs of equality of
student choice in American postsecondary education.
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‘The Bureau of Census data show no significant relationship between
- the enrcllment composition by income and the average after-student-

. aidnet price or the average gross tuition of an:institutional sector. The

N ‘Bureau of Census results are not in terms of the aggregate relation-
- ship between enrollment composition and institutional price, and they

" do control or account for the admittedly unequal access of low-income

groups. These data do not argue that all individuals go to the institu-
- tion of their highest preference or that individuals of each income
~group are spread evenly among all-institutions.

~ For middle income parents, or alumni who have to dig deep into

their pockets to pay a student’s expenses of $4,000 to $6,000 per year at

- many of our private institutions, the suggestion of relative equality

- of choice must ‘provide cold comfort. In my opinion, these results do
not obscure the sacrifice of middle-income parents; rather they reflect

., the impact of the more than $5 billion of public funds made available

. _in direct student aid which is packaged for eligible students in some
mix of grants, work and loans. : c S
" As a result of its analysis, the Commission offered four general and

o very simple observations. After one becomes comfortable with these
* . observations, they are embarrassingly simplistic and almost tautologi-

- cally true; but they are sufficiently counterintuitive at first glance
‘that I believe it is worth emphasizing them here.

- If student access is defined in terms of the rate of participation of
low-income individuals in postsecondary education and if low-income
individuals respond at all to changes in the net price of attendance, then
targeting a given amount of money solely on low-income individuals
such as need-based grants or need-based programs, will increase their
participation rate more than.spreading the same amount of money
over low-, middle-, and high-income individuals—for example lowering
tuition. - S
- This is one of the key points in the public-private tuition debate
~which has recently received so much attention. And the logical argu-
ment is very simple. If individuals did not respond to price changes,
then neither the level of student aid nor the level of tuition would have
any impact on enrollments; but both empirical research and our
own personal experience suggest the contrary. :

Current evidence indicates that individuals respond to changes in
the net price of attending postsecondary education, with $100 decrease
in price resulting in a 1-percent to 3-percent increase in enrollments
depending upon parental income level and vice versa.

The basic assumption underlying need-based financial aid—and
needs tests for financial aid—is that individuals from low-income
families do attend postsecondary education with greater likelihood
when they receive financial aid than when they do not.

Therefore, focusing resources on the group of greatest concern will
have a greater impact on their enrollment than diffusely providing
the same amount of money to a broad audience. ‘

‘The second generalization was, among-all recipients, need-based
grants have the greatest effect on enrollments of individuals of low
income or individuals attending high cost institutional sectors, which
isn’t surprising. However, as shown in figure 2, $2 billion in additional
need-based grants would increase low-income enrollment nationally by
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- about 6.percent in 1980—aproximately 200,000 students—costing about
.$10,000 per additional student per year, whichis surprising.

This does not. imply. that any one student receives a $10,000 grant.
‘But it reflects two conditions: Approximately one-half of all under-
‘graduates currently enrolled will be eligible for BEOG-type grants
" and most of the money distributed through such a need-based grant
~ program will go to students who would enroll anyway—partially

ﬁe other student financial aid programs available—and
the enrollment of individuals from low-income families increases
“only” about 6 percent, which is much less than most people would

.. estimate. .

 This does not argue against the use of need-based grants to improve
access. But it does reinforce the earlier statement that achieving equal
access through need-based grants will be an expensive undertaking.

The need-based grants formulation studied by the Commission
produced results that were relatively unaffected by changing the maxi--
mum eligible family income from $15,000 to $20,000 per year. ‘With
need-determined eligibility, most of the available money goes to 1ow-
income individuals in either event and adding middle-to-high income
individuals. who have relatively “low need” does not appreciably
affect grants to low income students. ~

The income eligibility requirements of Federal need-based student
aid programs have essentially excluded everyone from families earn-
ing more than $15,000. This has been one of the factors in the fiscal

. anxiety of middle-income parents responsible for supporting a student
in college. Several States, I cite Pennsylvania as an example, have
recently extended the eligibility for some of their student aid pro-
. grams to families earning up to $20,000 per year. , .

While this decision on income eligibility has major pelitical rami-
fications, the analysis of the Commission suggests that the practical
implications may be relatively small in the case of grants because the
needs criteria, which determine the amount of the grant, would still
provide most of the assistance tolow-income individuals.

Finally the fourth generalization I would like to make is, expanded
institutional general assistance from public sources might be justified
on many bases, such as financial distress which inhibits the achieve-
ment of public objectives. One basis for direct institutional aid would
be to cover the extra institutional costs induced by increased public
support of students encouraging them to change their decisions to
conform with public objectives. :

As institutions accommodate extra students, they also incur extra-
costs, even above and beyond the additional tuition revenues brought
in by the extra students. The Commission calculated how much would
have to be provided to cover this extra cost, and it would be in a
range of $24-$37 per undergraduate or $69-$120 per student receiving
the additional student grants if an additional $1.2 billion was made
available for need-based student grants. :

The magnitude of these institutional supplements is smaller than
many people expected in light of the average costs of instruction,
which will probably be on the order of $2,000 to $3,000 per under-
graduate in 1980. It is very easy, however, to confuse the average

‘cost of an additional student with a purely constructed funding
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. parameter that would provide enough money to institutions to cover
- all the extra costs induced by increased student aceess.

~This.number could be constructed on the basis of undergraduate
“enrcllment or the number of students receiving grant-in-aid assistance

or on another basis, Both of these are current provisions.

- Consistent with the previous observation, individuals are not all -

that responsive to increases in student -grants; an additional $1.2
 billion in 1980 would increase undergraduate enrollment in 1980 by
an estimated 27 percent. The additional costs not covered by net tuition
receipts from this additional enrollment is a small amount when spread
over all undergraduates or even when spread over those students
eligible for, and presumably receiving, the additional student grants,
~Inalmost every respect, the work of the Commission is but a be-
_ginning; the data classification taxonomies and computer-based data
s}}l'stem assembled by the Commission begin to provide an ordered
thought' process to assist .decisionmakers. at all levels in reaching

major financing decisions; the analytical models developed by the .

Commission staff begin to automate the laborous calculations needed
to use the analytical framework in a timely and economical fashion;

the financing alternatives described by the Commission begin to pro- -

vide a common basis for dialogue and debate in the broad postsec-
ondary education community. : : ,

It 1s my personal hope that the findings and procedures of the

- Commission will enable us to look behind the folklore and see the facts,

- to improve the precision of our language so we may identify. true

distinctions while avoiding semantic differences, and to shift the focus

of the debate on financing postsecondary education from the means

- of financing to the objectives desired for education, from the processes

and procedures of delivering funds to the new characteristics of the

clientele of postsecondary education and the nature of adult learning.

Mr. O’Hara. Thank you. - . :

Mr, Marrry, Mr, Chairman, like iny colleagues, T am honored by
your invitation to report on the work of the National Commission on
the Financing of Postsecondary Education. Chairman Teonard asked

~me to highlight elements of the Commission’s report dealing with

the effect of student aid policies on institutions of postsecondary
education, and.to give special attention to the problems of student
choice, institutional diversity, and financial distress. That charge
leads me quickly to the problem around which so much controversy
has flaved in recent months, the famous gap between tuition charges
made by State institutions and by voluntary institutions of higher
education.

I am uncomfortable about that assignment. My feeling is you have

-heard a great deal about the needs of institutions and rather less
about the needs of students. The needs of students and institutions
are not always synonymous and I regret the fact that you are inevit-

“ably confronted with more representation from institutional interests
rather than student interest. . _

Certainly in the charge that Congress gave to the Commission using
the word “postsecondary,” yon opened up a great deal of new territory
and took cognizance of the diversity in the educational opportunities
the adults in this country have, reaching far beyond the traditional
pattern of higher education.
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That was a terribly important move. Certainly we see a much richer
picture than if we were looking at higher education.
"~ As the Commission worked, we tried to learn about the postsec-
-ondary education world beyond colleges and universities. We quickly
* came to see there was something like four sectors—the State institu-
tions, the nonprofit sector, the proprietary sector, and the other.
It may be within those last two there are enormous possibilities.
- I personally think there is a great deal of rich development going
- on in postsecondary education. I don’t believe the notion that we are
. losing diversity. 1 don’t think we have enough diversity and cer-
tainly as you think about the educational opportunities that labor
-unions and corporations and churches and all manners of agencies

" outside the usual familiar framework are moving into, I hope you will

- keep an eye on them and see if there are not ways for you to extend
your efforts to recognize and support entrepreneurship and responsive-
ness to individual interests and not just keep the focus on higher
education or the traditional institutions.

* Back to the gap. What is the nature of the tuition gap? On the
surface it is a difference in the price charged the customer, averaging
about 400 percent. Please remember-that this is the difference in price,
~ not in cost. One of the largest factors distinguishing State institutions

. of- higher education from others is the portion of the cost of their

operation which is subsidized by the taxpayer. Considering the magni-

. tude of that subsidy, it is a wonder that most institutions not receiving

. itexist at all. » g

‘What really counts, however, in students’ decisions is not the adver-
tised price, but the price they are actually asked to pay. These and
other expenses—room, board, et ceteara—mmus financial aid constitute
the effective price charged. Differential pricing based on financial need
reduces the famous gap considerably.

Partly as a result of financial awards, the national objective (as
identified by the Commission) that students should have a reasonable
choice in the institutions they attend is fairly well fulfilled. Some gaps
certainly do exist, but in most categories, students have not been
massive%,y excluded from any institutional type on the basis of price.
In fact, U.S. Office of Education figures 1971-72 reveal that the
participation of students from families with incomes below $10,000
was larger in private liberal arts colleges than it was in State research
universities. ’ _

How is that result possible? It flows partly from the provision of
public financial aid funds-to needy students and partly from the wicte-
spread practice of selective price discounting, particularly in the non-

_prefit colleges and universities. Those institutions grant roughly 2.5
times more financial aid per student than do State universities. Conse-
quently, low-income students are faced with very little, if any, differ-
ence in the price of attending a State or a private college. Through this
basic mechanism of selective gricing, institutions relying heavily on it
are serving the public policy by focusing their support on the students
who need support. ] ] )

Unfortunately, foregone institutional income is a growing element:
in the financing of student aid expenditures in all collegiate institu-
tions. In 1972, over 30 percent of all financial aid awards received by
students were not covered by institutional income for that purpose.
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This is cutting the price without any other income coming in. Between
1969 and 1972 such deficits have more than doubled. This is exacerbated
on the institutions because of inflation.

The price of those deficits in State institutions is often the reduction
of program quality, and in the private sector the price is insolvency.
This deficit spending has opened access and choice to low-income
students, but it is a prominent source of the financial distress about |
which you have heard so much. The danger to the continued ability
of voluntary institutions to serve the national objectives is particularly
severe as the illustrates. Their capacity to stay afloat while incurring
such deficits is obviously limited. '

We still fall short of opening our goals to access of low-income
students. Maintenance of charges is increasingly jeopardized. You
have certainly heard a great deal about that problem. _

New public financial programs should take both these problems into
account. These demands certainly complicate your task.

If the work of this Commission can be helpful in your considerdtion
of the particular problem of student aid, I submit it has done so in
putting the effectiveness of financial aid expenditures in perspective.

Carving through the rhetorical smoke screens around this issue, our
report demonstrates how expending public funds through need-based
financial aid is more effective than lowering the gross price for all
students. This finding should be self-evident but many spokesmen for
higher education haven’t pevceived it. '

No one policy can possibly come to grips with the complex expecta-
tions the Nation holds out for education. . ‘ '

- In the area of undergraduate education, continued Federal leader-
ship and the equitable distribution of public funds through student
financial aid W%l improve the impact otp each tax dollar appropriated
to reduce the financial barriers whick make possible the secondary
opportunities in our country unequal. :

Thank you.

Mr. O’Hara. Thank you

Mr. Lawrence. Mr. Chairman, and members of the Special Sub-
committee on Education, my three colleagues have covered adequately
the work and findings of the Commission in the direct sense. I would
like to convey to you four points that became clear to me during the
process of the Commission’s actiyities, but specifically arising out of
the staft’s work on the flow of dollars in postsecondary education.

First, if the purpose:of student financial assistance is to assuve access
to postsecondary education and to alleviate the financial burden of
low- and middle-income families of students, means other than giving
the money to. the student may be more effective, if not appropriate.

Let me explain. It is a truism that parents, students, institutions,
and States have different reactions to Federal financing initiatives for
postsecondary education—that is, when a Federal dollar is provided
they each respond to the dollar in a different way, they malke different -
decisions. This is an important fact that we often overlook when we
try to develop Federal financing proposals for postsecondary educa-
tion. What are these differing mcentives and objectives and how do
they effect the financing of postsecondary education?

- Students and their families are primarily concerned about (1) the
student’s access to the appropriate institution, and (2) the degree to
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*which the financial ability to purchase other social amenities—health -

" care, recreation, transportation, housing--are jeopardized. Families
feel that they have worked hard to attainsfhese social amenities and
- that a college education should not unduly jeopardize this ability to
~maintain that standard. They are therefore concerned directly about
~ the net price they must pay for the student’s education—they are little
concerned whether on the one hand tuition is high and student finan-
_cial assistance brings the net tuition and other costs down to a point
- where he can afford it or tuition and other costs are kept low and

‘student financial assistance is correspondingly lower. They would like -

the studenb to have access to and complete his or her education. They
~would like financial barriers removed when they are prohibitive.
Thus, students and their families will be seeking from you either

lower costs—tuition, books, transportation, board and room—or more

financial assistance. .

Institutions on the other hand are not only conceried about student
access, they are concerned about the quality of the educational experi-
ence and -perhaps more importantly balancing their budgets. If, for
example, the institutions admit more students because students have
more money, and lose $100 for every student—and this can be the
case—their incentives will cause them to raise tuition, negating to
some extent the effect of the increased student financing assistance.
If they are already admitting all the students they can handle, their

incentive will still be to increase tuition in order to improve quality of
the educational experience for those students, or to reward faculty—by
increasing salaries—for providing services that are already attractive
to students. ‘ :

Thus, when you increase student financial assistance to any signif-
icant degree, I believe you should be aware that the availability of
more funds in the hands of students is an additional incentive to cause
institutions to raise tuition. This is particularly true, I believe, because
other sources of revenue to the institutions have been strained and
institutions have had little choice but to devise means of tapping the
students’ financial resources. The consistently rising tuition provides
some evidence that this observation merits consideration. -

‘When more dollars become available to students, the States’ in-
centive is to devise means of using that source of revenue to offset
their own payments for other social services to their citizens or to
reduce local faxes, thereby shifting responsibility for basie support
of postsecondary education from the State tohe Federal Government.

They have two ways of doing this. First, they can reduce their own
levels of student financial assistance, and second, they can encourage
or require that tuitions be increased and reduce State apprcpriations to
institutionis—either public or private.

To sum up my first point. Do not assume that providing student’

financial assistance will necessarily provide increased student access
_for students—except possibly low 1income students—or necessarily
alleviate the burden of families in supporting their young people
while in college. The financial pressures on institutions and States are
such that their incentives are to tap those resources to their own benefit
rather than to the benefit of the student or his or her family. -
The trick, of course, is to devise a set of financial assistance programs

that will take into account the various incentives of all parties con-
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".cerned and promote the specific objectives that Congress may have in
mind for Federal dollars. This is a point that the Newmian task force
has been making for some time, There are, of course, other, incentive

- ‘structures that can be considered than the one they have proposed and
on other occasions I -hope to have an opportuiity to describe these

“to you. : ‘ .

This leads to my second point: No single Federal financing initia-
tive can respond adequately to the varions objectives I have cbserved
put forward by Congress for postsecondary education. _

Our.Commission has pointed up rather sharply the existence of over
380 Federal programs that support postsecondary education. Some

~ have referred to this as a plethora of proliferated programs and have
..~ stressed the importance of consolidation of these programs. I will be
" ~«the first to admit that some consolidation will be helpful. But in our

" desire to simply let’s not assume that we can devise a single approach

or even 20 approaches that will accomplish the objectives we have for a

diverse postsecondary education. enterprise to meet the varying needs
. of our pluralistic society. Indeed the competing nature of the various

- programs may enable you, as representatives of our people, a better

way to weigh the priorities involved than if these priorities were all
embedded and homogenized into a few programs. :

- This leads me to make my third and fourth points which have to
do with two specific programs that I know are of concern to you.

~ Third, The effective operation of the guaranteed student loan pro- -
gram is-of vital importance to the effective financing of postsecondary

~ education. It potentially provides for low-income Tamilies that final
portion of the financial assistance they need to enable their students
to attend college. For middle-income families it provides emergency
relief in times. of financial difficulty, greater choice to their students
in selecting among institutions, and inereased opportunity to continue *~
their acquisition of social amenities they deem important,

No orie needs to inform you of the cwrrent dissatisfactions with
the adininistration of the guaranteed student loan program. While
the Commission chose not to specifically address the administration
of this program in its report, this should not suggest that we did not
consider the matter or felt it to be uninmportant. Indeed, becanse so
many people were addressing this matter we felt it less necessary to
give it our attention and more important to look at other matters of
equal and perhaps longer range importance.

Having offered excuses for our previous nattention, let me now
offer some observations,

The current approaches to the administration of the guaranteea
student loan program appear not to be working—at least to the satis-
faction of most persons I know. This approach I characterize as cen-
tralized detailed bureaucracy. An approach that evidences little con-
fidence in the maturity, integrity and professional judgment of mstitu-
tions, banks, and States. |

I believe the current legislation allows for other approaches that |
have not been appropriately considered. Perhaps it is time for Con- |
gress to insist that new approaches to the administration of this pro- |
gram be considered as opposed to just: tinkering with the existing rules
and regulations. -
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- . Why not consider decentralization of this program; to allow con- .
sortiums of institutions, States and banks to administer the program

“in various regions as agents of the Federal Government and have the

Federal bureaucracy focus its attention cn the overall performance of
the econsortiums in accomplishing Federal objectives. It is very difficult
for a Federal agency to see the forest when it is concentrating so hard
on such & large number of trees. Perhaps the Federal bureaucracy
ought to be managing the forest and trust institutions, banks and
States to look after the trees. I believe that institutions, States and
banks are just as concerned about student welfare as is the Federal
bureaucracy and I believe that ways can be devised to give them the
incentive to promwote that interest. Current approaches seem to en-
courage them to put this attention on beating the system. -

Why not consider means of group insurance for loans rather than
insuring the loan of every student. The advantages of group insurance
are well known in nearly every sector of life, yet we seem unwilling
to apply them here. . ' :

My fourth and final point. This committee, I believe, must soon con-
sider what financing program is going to replace the financial as-
sistance to students aiid institutions that is currently provided by the
veterans’ benefits program.

This program is currently operating at a very high level, and ways
are being devised for the continuation of these benefits to veterans.
However, I hope we are not planning another war, and when the
supply of veterans is diminished, which is not too far in the future, a
large flow of dollars—$2.2 billion in 1972—into the postsecondary edu-
:ation enterprise and specifically to a group of onr citizens that have
—by virtue of our draft laws—rather homogenons characteristics, will
be substantially diminished.

This will place additional financial distress on onr institutions and
increase demands for Federal assistance to provide access to post-
secondary education for that group of citizens that would. nnder war-
time conditions, eventually become veterans. I vecognize this is not an
immediate danger, but some advance planning may alleviate the
difficulties of devising an appropriate program.

I believe Chairinan O'Hara 1s to be commended in this respect for
his efforts to get all of us to take a longer look at the financing prob-
lems of postsecondary education. It was this longer look approach that
the Commission found important and attempted to articulate in its
report. This longer look approach will allow time to consider many
alternatives and assist you in deciding what appropriate Federal
initiatives are needed in the future to effectively provide a post-
secondary cduication enterprise that will fulfill the needs and aspira-
tious of our people.

Mr. O'Hara, Thank yon very much for your very interesting and
stimulating testimony.

Mr. Lroxarp., Mr. Chairman, if we can answer any questions, en-
gage i any conversation. we most assuredly are available.

Mr. OHara. And Dr. Muirhead of course also will be available for
questioning.

M. TLroxarn. We are here eitler now or later to engage—one of the
controlling points which I believe is a truism bnt I believe the work
of the Clomnrission has at least to me pointed out occasionally we get
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too concerned with how something works; the trnth of it is education
in this country, the financing of it must work. :

As we have seen the change in the ways of life technologically, edu-
cation and continning eduncation is vital for the actual welfare of this
country. We do fail to bring people to at least a common dialog into
the framework of seeking the alternatives: and clearly and con-
sistently evaluating them is imperative for the future, This is some-
thing I know Dr. Muirhead himself has felt strongly on. I think too
often people get involved s to the solution before they get into what
the alternatives are. '

I particularly suggest this is a key role for the Federal Government
to sponsor and continne as I believe they have done by the formation
of this Commission, forums for continuation of this dialog. We thank

- you and if there are any questious, we will be glad to answer them for

on. : :

Mr.O’Hara. I wish to thank the Commission for the excellent work
they have done. I do have some questions but I wonder if it wonldn’t
be appropriate first, for me to invite the ranking minority member of
this committee who has made such significant contributions to your
Commission if he wishes to add any comments or if he has any ques-
tions. :

Mr. Deceessack. I thank you very much for asking if T wish to
add anything to the report of the panelists. T wonld say to my col-
lTeagues of the Commission that I am witnessing again today one of the
things which is a great frustration for us in the Congress. It does not
really relate to your input. It relates to our acceptance of your input,
I think what has been going on under Chaivman O’Hara's leadership
in this subcommittee is most valnable, T think what you have given us
today is very worthwhile.

And yet of the members of the subcommittee, only three of the
offices are directly represented..Others will be eventually, but it is
terribly difficult the way the Congress functions to get all the full
input that yon have to give into the minds ot the full membership of
the subconmmittee, and of the committee, and ultimately of the House,

I am not really asking for any comment from the witnessos on that.
T am merely making a comment which is one of the frustrations both
Jim and I feel. On a personal basis, T say this. Dr. Weathersby, in your
statement you comment that the legislation in 1972 was landmark
legislation. Yesterday on the floor we fought a great battle with $180
million. We beat off an attempt to cut the $100 million for NTE to $10
million, and then watched the $100 million get cut to $80 million
despite our effets. So the Congress is not going along with the request
for $130 million, :

The Congress has recommended considerable moneys for the Fund
for the Tmprovement of Postsecondary Tdueation: $10 million was
appropriated last year. The budget asked for $15 million this vear;
yesterday, $11.5 was approved.

I had an amendment to raise that. We withdrew the amendment in
the interest of diseretion after sampling waters as to what might
happen insome other appropriation areas.

This year's funding for the BEQG program is woing to be inade-
quate. The first year we had $122 million : the second year $475 million,
and with the carryover we will have $515, The bill last night had K650
million,and we will Iave to phase it down the line.
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A1l Members of the Congress should hear this testimony. However,.

" because of the structure of the Congress, they don’t get that oppor-

tunity, and those of us who are already convinced arc not always
successful in persuading our colleagues. : '

The chairman—in addition to all his other functions—is also serv-
ing on another committee which is focusing on the jurisdictions of
committees. Among other things, they are trying to sort out the matter
of jurisdictions so no single Member of the House can serve on more
than one committee. We have to pin down our own concentration of
efforts so we can more effectively c](eal with the important issues when-
everthey arise. :

The two most significant issues we are dealing with in this Congress
are the budgetary operations—we have passed that and now have a
chance to really do something significant in the way Congress oper-
ates—and the other most significant thing is the recommendations
that will emanate from the Bolling committee and be acted upon by
the full House. .

If we can enact those two things, we will have gone a long way
toward the revitalization of the House. ,

I would like to join with the Chairman of the Commission in com-
mending the staff for what the Commission was able to accomplish. All
of these who are nameless, yet without whose help the really effective
work done by this Commission wouldn’t have been completed. I think
it should be in the record that we are grateful to all the members of
the staff all the way down the line.

There are a series of staff papers being published, and you touched
on these. Some have come out, and as others are completed I hope you
avill feed us the information. I would ask unanimous consent thak any
other staff veports finally published be made part of the record.

Mr. O’Hara, Without objection, so ordered.

* Mr. DeLienBack. There is one other item. After the Commission
concluded its work, Congressman Brademas and I sent a letter request-
ing comments from a series of associations. We have reccived about 30
responses to this letter. I'don’t ask that those letters be made a part of
the record, but T would ask that a copy of the letter we sent asking for .
comments and a copy of the names of the organizations who replied,
be made a part of the record.

Mr. O'Hara. Without objection, we will make appropriate arrange-
ments.

Mr. Denrensack. Beyond that I would be ready to ask other specific
questions after the chairman. ,

Mr. O Hara. Thank you very much, Mr. Dellenback.

[The letter is as follows:] '

U.S. HouseE oF REPRESENTATIVES,
CoMMITTEE oN HEDUCATION AND IZABOR,

Raysury House OFrice BUILDING,
Washington, D.C., March. G, 1974,

Dgan , As you know, the report of the National Commission on the
Financing of Postsecondury Bducation was published in January. Both of us
had the privilege of serving on the Couunission.

We must now, however, look at the Commission report and other recent
reports in this field from our perspective as members of the subcommittee in
the House responsible for postsecondary edncation legislation,

We are writing to invite you, as a leader In postsecondary education, to give
us your counnents on the report of the Nutional Commission, Your contribution,
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which hopefully will be generally representative of the viewpoint of the mem-

bers of your association, can be most helpful to us as we evaluate Ifederal legis-
- lation affecting postsecondary education,

hAmong the matters to whieh you may wish to address your conunents are

these ;

1. Do you feel the development of what the Cominission describes as an
“analytical frumework” for considering financing postsecondary edueation is a
constructive contribution? Can you utilize such a framework? If not, why not?

2. What do you believe should be done to build on the Commission’s effort to
establish a sound and objective foundation for policy analysis in postsecondary
education?

8. What can your organization do to improve on this effort?

4. What comments have you on any of the specific problems (iscussed in the
report, including financial distress and standard procedures for determining per
student costs? .

To be of the most ussistance to, ourselves and our colleagues on the Special
Education Subeommittee, your comments should be received no later than April
15, 1974,

We would also be grateful if you would limit your commentary to no more
than 20-25 pages and provide elther of us with 135 copies so that we may share
it with other members of our subcommittee.

We liope very much to have the benefit of your thinking on the Commission
report and we want to reiterante our appreciation for your consideration of
this request. -

Sincerely,
' JOHN BRADEMAS,
Member of Congress.
JouN DELLENBACK,
Aember of Congress.,

L18T oF ORGANIZATIONS AND INDIVIDUALS RESPONDING TO THE LETTER REQUESTING
COMMENTS oN TIE REPORT OF THE NATIONAL-COMMISSION ON THE FINANCING OF
PoSTSECONDARY EDUCATION [

American Association of Comnnuity and Junior Colleges

American Association of State Colleges and Universities

American Council on Education :

Arizona Board of Regents (I, E. Woodall, Executive Director)

Arkansas Department, of Higher Education (M. Olin Cook, Director)

Association of American Colleges (Frederic W. Ness, President)

Association of American Universities (Executive Committee)

Assoclation of Independent Colleges smd University of Ohio (Frank E. Duddy,
Jr., President) )

Association of Jesuit Colleges and Univérsities and National Catholic Eduentional
Assoclation (Joint Statement) ;

College Entrance Examination Board (Lois I). Rice, Vice President and Director
of Washington Office)

Colorado Commission on Iigher Education (Frank C. Abott, Bxecutive
Director) )

Counecticut Commlssion for Higher Education (Warren G, Hill, Chancellor for
Higher Education)

Connecticut Conference of Independent Colleges (W. Lewis Hyde, Bxecutive
Director) ;

Council of Graduate Schools in the U.8, (J. Body Page, President)

Illinols Board o Iiigher Bducation (Cameron West, Executive Director)

Kentucky Council on Public Higher Education (A, D, Albright, Executive
Director)

Louistana Coordinating Council for Higher Bducation (William Arceneauxy,..
Executive Director)

Maryland Council for Higher Education (Wesley N, Dorn, Executive Director)

Massachusetts Board of Higher Education (Jumnes R. ITollowood, Analyst)

Michigan Department of Education (Robert I.. Fluxol, .Ascociate Superintendent)

Missouri Commission on Higher Edueation (Jack C'ross, Executive Secrotary)

National Association of College and University Business Officers (D. F. Fim,
Executive Vice President)

National Association for Equal Opportunity in Higher Education (Miles Mark
Fisher, IV, Executive Secretary)
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National Association of State Universities and Land-Giant Colleges (Ralph K.
Huitt, Executive Director)

" New Jersey Department of Higher Education (Ralph A. Dungan, Chancellor)

North Dakota State Board of Higher Education (Richard 1. Davison, Associate
Commissioner) -’ : .

. Ohio Board of Regents (James A. Norton, Chancellor)

Oregon Educational Coordinating Council (George Mitton, Acting Director)
Pennsylvania Department of Education (Johm C. Pittenger, Secretary)
Tenuessee Higlier BEdueation Commission (John K, Folger, Executive Director)
YVirginia Council of Independent Colleges (D. A. Holden, Executive Director)
Virginia State Council of Higher Education (Daniel E. Marvin, Jr., Director)

‘Mr. O’Hara. Mr. Weathersby, in your point seven, y~u refer to
institutional assistance. We discussed the point as institutions accom-
modate extra students they also-incur extra costs. I think that the
extent to which that observation is correct depends on their enrollment,
the extent they have unused plants and faculty and what have you.

I can’t believe additional enrollment at an institution suffering de-
clining enrollments and higher unit costs—you might say that adding
enroliments—is really such a terrible problem. I think that was more
the case & few years ago before the present decline set it; wouldn't
that beso?

Mr. Wearaerssy. The first point you made is certainly valid. The
institution figures we used were an overestimate of what the cost of
the margin would be if we used the average cost institutions are now
incurring. This was a conscious effort on our part to state the cost as
conservatively as possible so we could see what would be needed if even
the average cost had to be met.

The second is the kind of individuals who would need remedial edu-
cation services and it is not just a question of another student just like
all the others at an institution.

Adding curriculum wonld cost more than adding one student. So
we decided in preparing some numbers to use the average cost for those

“students. If you thought the marginal cost was less than the average
cost, then you would believe the figures we gave would be too high.

1f you believe that the additional students which would be adopted
coming into these institutions would require additional programs and
support facilities which exceeded these average costs, these figures
would be too low. But atleast it gave you a benchmark.

The initial reaction we got from people we dealt with was these
figures were too low because the cost would have to come close to the
cost of the institutior, whatever the cost at the margin really was. But
because the cligibility for the programs is'so broad, most of the persons
receiving grants wouldn’t be new or additional, it would be low.

Mr. O'Hara. My own feeling, for whatever it is worth, is still that
the cost of taking on extra students which has suffered dechning enroll-
ment and operating under capacity is that the cost is less than 1t would
appear.

Otherwise, I would have a hard time explaining why I see institu-
tions scrambling for students. They must be like the merchant who was
losing $1.50 on every shirt he sold but hoped to make it up by increasing
volume. '

T have to believe they wouldn’t be out scratching for additional
students if each one was causing them to lose more money.

Mr. Marriy. My intuition tells mne you are correct in making this
assumption. The data we made these calculations on came from data
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up to 1972. There was some enrollment decline but not as severe as it
has been since that time. The point of our analysis here is still relevant
in terins of the discussions of the 1972 amendments, in terms of the
size of that grant which was going to be given to the institutions.

In fact, even in 1972, using that data, it suggests that the grant
award as & supplement to an institution should have been smaller
than ive were talking about in this committee at that time,

What it would be if it were actually calculated in 1974, I don’t know,
but our data tells us in an institution which does not have additional
students, the cost would be small, almost negligible, with the provision
you don’t have things happening as you do in some States where a
State puts a ceiling on an mstitution whereby if you do they wouldn’t
give additional appropriation. They might stand to lose $500 to $600
for every student added. :

So there are some conditions and the average number was designed
to figure out what should be the magnitude of any supplementary
grant granted to an institution. I think your statement as to the de-
clining enrolhments is correct. :

Mr. O’Hara. We talk about access and Mr. Weathersby in his pub-
lication sets forth some views with which I don’t quarrel, which is that
ethnic minorities, persons over 25 and women have lower participa-
tion rights. I am not sure how much of it is access.

As between women and men, for instance, as to what extent partici-
pation is based on access. For whatever reason, not as many women
are involved in highér education.

Mr. Marrrn. The definition adopted by the Commission of access
would be synonymous nwith participation, That is what the Commis-
sion meant by it.

Mr. O’Haras. Then the point made that family income per se is not
as Important a variable in explaining participation rate differentials—
and then you point out if student access is defined by the rate of par-
ticipation of low-income individuals, then targeting the amount of
money obviously does more to improve access than spreading it over
an entire population,

If we were to set our goal as Increasing participation, period, not
just increasing participation among parficular incomie groups, but
Increasing participation in total numbers<vithout being concerned as
to the mmcome group, then it seems to me there ought to be more cost
effective ways of domng it because, as you suggest 11 your testimony,
the cost of adding, in your model, the cost of adding a low income
student was $10,000 per enrollment for the reasons you set forth.

I am wondering if any of you would have any comments on what
strategies would be most appropriate if what we wera conceined about
was 1mproving participation as a whole without focusing on any
particular group in asociety.

Mr. Mumrimeap, I think, Mr. Chairman, we would all proscribe to
those who desire to go forward with postsecondary education but we
have a longstanding tradition in this country that not only should sup-
port for postsecondary education come from society and private

~ sources, but there should be a significant contribution from parents. -

It isin that context when we look toward full. participation that the
concept of dealing with low income says n effect, let’s try to equate the
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parental contribution first and if we can remove that barrier, that
will provide access to those for whom it has not been available before.

If we were to move in another direction which I think would be
quite viable to discuss and that is support for higher education should
come from society and there should not be expected a parental contri-
bution, then it seems to me we would be talking about a part of our
gross national product of a much greater level than we are talking
about now, in the support of postsecondary education. :

My O’'Hara. My question has mostly to do without determining the
relative values, without making a judgment as to what ought to have
first priority, just as Mr. Weathersby 1n his statement says, assuming

access is denied by access of those in %w income—Ilet e say, assuming
access is denied 1n total participation vates in postsecondary educa-
tion; could you make an observation, M. Leonard ?

Mr. Lzoxarp. I would like to encourage the consideration of one,
a truism, and second, somnething different. In order to encourage
participation, tackling the problemn as they start postsecondary is too

. late. Something has to start before to get them encouraged or desirous
of even going into it. ’ ’

At all times we seem to concentrate, how do we get somebody start-
ing postsecondary to start. My point is how do you go back and get
him encouraged to even start and is there some type of systemn where a o
person can receive something for completing. It is the finish of partic- :
ipation. It is the problem of not only getting them in but getting them ™
to complete. o

By matching into the systems we have of encouraging people to
start, by adding to it, the rewarding of someone who participates and
completes, this starts to give greater flexibility to the fact we can’t
totally control, as Mr. Dellenback says, or even predict how much
money we are going to have from certain categories, to whom, from
year to year. ‘

But if we try to tackle that problem of both getting them ready, -
getting them in, then award those who actually finish, we have a
Targe exibility to encourage people in and complete.

Mr. DeLrensack. Will you yield ?

Mr. O’Hara. Yes.

Mr. Decrensack. When we dealt with student opportunity, we
went around and around oun this. Secondary education should make
available education and counsel as well as provide the capabilities
and motivation to achieve his or her educaticn objectives. We had
some lengthy discussions on completion. The very point you allude to
has some real internal complexities.

Mr. O'Hara. Mr, Lawrence.

Mr. Lawrence. I would like to address your question: Is education
for some period of time beyond the high school a right or a privilege?

I happen to fall on the side of the fence which disagrees with the
Supreme Court on this issue, at least in one decision they have handed
down. If you assumne you are going to try to raise the overall level
of participation rate and you are not just concentrating on low income
groups, then of course you are dealing with the very large bulk of
the enrollments in our postsecondary system, and indeed perhaps some
others groups not participating becanse of age.

we




. It seems to me if it is & general kind of encouragement, then some
-general mechanism ought to be provided. You can go on the one ex-
treme of giving the money to institutions or you could provide pro-
vision such as social security where everybody gets a line of entitle-
ment at the age of 18. _

I recognize these are notions, politically perhaps not very feasible.

. It seems to me we are going to have to-address these kinds of financing

“approaches. If it is a right, everybody ought to get some kind of equal
entitlement. I think when we move to a general kind of support pro-
gram, we are going to have to then insure that colnbined with that we
have support programs which will assure equality of access along
with it and you would need somne type of grant program to insure
that low income groups could participate at the same rate as other
groups. . : '

I think a fundamental issue is how much education does one have
a right to beyond the high school. That is the fundamental issue. If

" we settle that,ithen pqumps we could get down to how we could
finance it. ' :

Mr. O’'Hara. Mr. Weathersby.

- Mr. Wearmerspy. In terms of the information we have available,
we can say something about the effectiveness of tuition and grants.
Essentially that is all the research that has been done in terms of work,
loans, talent search, upward bound or special services for the disadvan- -
taged. We don’t have the data to validate what the impact of margins -
of those particular programs in terms of tuition and grant programs.
That is why“most of the terms are couched in those terms. We can
answer the question of efficiency. If you wanted to take a particular
amount of money you would concentrate the money on the group most
responsive. If you look at the data, the profound impact on low-income
groups is three times the impact on high-income groups.

So you would be led by efficiency, to give all the money to a low-
income group if youdid not care which group was participating. If

- you take the position we are not concerned with which group receives
Tunds, you would choose to focus that amount of money on the ‘most,
responsive group. Co

11, on the other hand, you say that doesn’t seem just, you are led to -
strategies to even more evenly divide the money. Something which was
done was to look at the income of students independent of parents. In
}iroviding financial aid on the basis of student income, we tried to
determine what the impact of that would be. But it is only with respect
to tuition and grants. .

Can we answer the question of efficiency ? The impact of work and
loans—the price of loans-is lower than the price of grants.

Mr. O’Hara. There are other things as well. We had a gentleman
here testifying the other day, the president of a Chicago community
college. His-evidence would Jead one to believe that strengthening the
Chicago college system and increasing its outreach and so forth would
bring in far more low-income students than any conceivable system of
student assistance because of the convenience, geographic accessibility,
the fact they are designed to serve the needs of those income groups in
an urban setting.

Mr. Wearnerspy. The question is often asked, should you affect the
supply or demand side. On the supply side, while the cost inight be'very .

249

vy
T
TR

- ERIC




AT

‘small, the ¢laim on public resources is substantially large. So what is

costing at the supply side of expanding may be on the order of $1,500
~to $2,500, what we talk about on the demand side is $2,000 to $5,500.

Mr. Leonarp. The two of them are not necessarily incompatible

because in a sense, as Dr. Weathersby said, the more the diversity, the

closer the geographic location. These start to affect the percentage of
- movement. They tend to work together. ‘

.~ Mr. Marmiv. I would like to comment just on one element of this
which is the claim which is made broadly about the enormous compli-
cation of the needs test procedures. I just find this difficult to under-
stand given the centrality of that kind of procedure to the really terrific
progress this country has made in the past year to the participation of
low-income students in higher education. This runs across the entire
gamut of collegiate institutions. The use of that device has been the
chief weapon ﬁ)r producing that very remarkable progress we have
made. . A

We have a long way to go but we have made big strides. I submit if
that needs test procedure 1s so terribly cumbersome, we wouldn’t have
come as far as we have. _ ’

Mr. O’Hara. I would suggest; you know, Dr. Weathersby says when
you give aid, a large percentage of those here given the aid are those so
motivated and otherwise involved they would be students anyway.

. That is one of the reasons why it costs so much. »

So I say, if you really wanted to design = test for motivation, if you
really wanted to figure out which students would go anyway, it is the
ones who would complete the needsanalysis.

I really mean that. It is the best test which has ever been devised in
determining who are the ones who would goanyway.

Mr. Wearnerssy. That is an interesting analysis. Have theru fill out
the needs analysis, then give all the inoney to those who don’t fill it out.

Mr. O’Hara. There are certainly lots of variables and I like Mr.

" Lawrence’s approach. He says, “I don’t know how many programs we
now l}ave and each time somebody in the Senate sneezes, we have two
more.” .

It is a real professional job just knowing what programs we now

have and how they work. He says, “Well, you know you are never
oing to design 1, 10, or 100, and we have the State so deeply involved
in this thing.” '

Having goue off in different directions, there is a tremendous differ-
ence in the directions—for instance, the New England States took and
California and Oregon and Washington and the Northwest Territory
States, they did go off in quite different directions.

I am not so sure but what any national strategy is doomed to failure
because of these great differences. Maybe youn have to develop 50 strate-

- gies—I don’t know. .

Mr. Murriiean, Ithink that is a very good point, Mr, Chairman, that
perhaps the national strategy is to encourage diversity against the
mosaic, if you will, of the amendinents of 1972. There are opportunities
to encourage diversity as a national strategy. The outcome of this com-
mission, for example, which T don’t believe has received enough atten-

.tion, and that is to identify the objectives in postsecondary education
and to suggest a number of different strategies that might be suited to
the individual needs of the States in meeting those objectives.
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Then I think again, to the very lasting wisdom of the Congress, they
have now put into place a series of 1,202 planning commissions in the
States. I would expect that as-those commissions address themselves
to the problem of postsecondary education planning, we would have
as many different strategies as we do States, but hopefully in some
small measure the work of this commission may give them at least
a beachhead on which to build their planning strategy by having
them identify objectives and throw against those objectives a num-
ber of different strategies so almost indirectly we are coming to a
national strategy of encouraging diversity. '

r. O’Hara. Mr. Martin,

Mr. MarTn. I would like to reinforce what you said as to the di-

~versity. Certainly the leadership of State government in this field is
the basic arena of action and I think this is the commitment of State
government to postsecondary education manifested every day. I sus-
pect that some incentive would be appropriate to build any incentives
to encourage State activity in this area.

I think the demonstration of their commitment is unmistakable.
Within the last 2 years, student enrolhment has increased. So has the
State appropriations. They have increased remarkably and faster than
inflation. In many cases they have reduced the tuition price in State
universities as the increase in actual number of dollars charged a
student occurs at a rate lower than inflation. ,

Many States have in the past 2 years, reduced the real price to stu-
dents at State universities and they have also pnt in many States,
rather sharply increasing amounts of money into portable loans to
students going to private mstitutions.

So, I think their commitment is strong and you can reinforce that.
I don’t think you could trap them into supporting postsecondary edu-
cation,

Mr. O’Hara. Mr. Leonard.

Mr. Leonarp. We tend to occasionally get preoceupied with the low
income student. It is very important but even in our conversation this
morning, it seems to reflect toward this. As we try to change and bring
in new structures and help certain gronps, I think we have to con-
stantly look at and I think we have failed in some ways to look at. to
improve the programs to work better for these other groups of stu-
dents. That is a very realistic problem that tends to get overlooked.

My, O’Hara. Mr. Lawrence. .

Mr. Lawrexce. Some of us have been addressing the differences
between State and Federal initiative. At the moment we are preparing
comuments for you at a later session on the basis of the following cri-
teria. We are making the assumption that Federal initiatives should
not be designed to thwart the efforts of States as to their educational
system.

Second, we make the assumption that the Federal Government
has no intention in its financing plans of encouraging the State to de-
crease its support but rather we would like the State to increase it or
at least maintain it. o

Third, the Federal objective which seems to be the most promi-
nent as we look at the legislation and T recognize you to say there is a
single Federal objective. is not very realistic nor are objectives, but
the Federal objectives which seem most important are student accoss
and equality of opportunity.
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Given these kinds of criteria we have asked ourselves is it possible
to come up with some kind of financing proposal while encouraging
_the States to maintain their effort in supporting postsecondary educa-
tion, in the meantime taking into consideration the way things are
done in different areas. )
~ We need to look at several of these kinds of alternatives. T‘hlS
was the purpose of the Newman task force, other than just increasing

student aid and tuition.

.There arc some disadvantages to.that approach we would like to
overcome.

Mr. O’Hara. Thank you very much.

I could question you gentlemen for another couple of hours but
Mrs. Mink, I belicve, has some plans for us shortly after 12 o’clock
having to do with elementary and secondary education.

Mr. DeLLenBACK. It is not a social engagement.

Mr. O’Hara. Mr. Dellenback.

Mr. DeLreNBAcK. I would make just a couple of comments. Like the
chairman, we could go on with this for quite some time. I would say
the definition we used as to access being different from participation
is a statistical analyzation.

What percentage of those groups are involved in postsecondary

education? I would say we could have equal access but unequal par-
ticipation for the sexes and also the minorities. This is one thing
we must concern ourselves with—a program or series of programs
which deal with access where we say in accordance with a person’s
needs and motivation they have access, choice, and equal opportunity.

Then we. must have another series of programs which deal with
motivation. One of the things George pointed out very clearly ; namely,
parental participation, is more important than family income. If we
build our program just on the basis of needs and dollars, we may not
be bringing about any sort of a real melting together of the Nation in
this particular regard.

So this just heTps to emphasize the complexity of the problem. We’
have to sort out what the information tells us. We have to have

clearly in mind what goals we are reaching for. We must have in mind
the variety of tools we can use. Then we have to combine the facts with
- the goals and with the potential tools.

There is also a very important factor which was not true to the
same degree 10 years ago, and that is a limitation of resources. We no
Jonger have all the dollars we want for postsecondary.

Peter, you remember when you could say, “These funds are for
higher education,” and the covers were open much more so than now.
Today, we have to be balancing oft priorities, We have here the Com-

mission’s report on the 380 different Federal programs invelved. That
is certainly diversity. I don’t think it is well-organized diversity or a
diversity which gives proper weight to a need to establish priorities.

Mr. O’Hara. Would the gentleman yield for just a moment?

Mr. DELLENBACK. Yes.

Mr. O’Hara. You made just a brilliant statement of the nature of
the problem we face. With respect to those 180 programs, I would
like to add a comment. Rather than diversity, we have created a
smorgasbord. We have taken Congress out of the policymaking func-
tions because when you have all those different programs and obviously
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Yyou are not going to fund all of them, then you give somebody else

the choice, to wit, the Bureau of Budget and the administration. Then

when the Congress acts they get the choice of which ones they will fund.
‘Then the Congress finds it is out of the policymaking business.

Mr. DecreNBack. Am T correct that our staff was merely trying to .

get the information and put it together rather than to do any analysis
of it independently ? What was the source of the data twe put together
in this? Did we go to OMB, OE, or a variety of sources?

‘Mr. MA}rrIN.gFrom the various obvious sources, the staff members
responsible for the project went to each agency as time permitted, sat
down with them and went over the material previously sent to them
so they had a chance to verify the contents.

I am not sure whether 100 percent of the agencies were advised on
sight, but most of them were. T :

Mr. DeLreneack. So it was a blend of information given to us,
some of it put in as given to us and some of it verified, nodified, and
corroborated. . ,

- Ithink it is important to note for the hearing record that your testi-

mony today has been a very valuable addition to the Commission’s
report. One of the battles we fought within the Commission was to be
sure that we came up with a consensus when we strunggled among
ourselves over what the objectives were. As we mnarched doswn the line,
we came to the conclusion we were not going to be recommending spe-
cific programs as a Commission. That decision presented some diffi-
culties for some members of the Commission.

I just want the record to be clear that what we have had today is an

‘input from the panel, both with the Commission reporting, and in
some instances, individual recommendations. Those who should read
the testimony of the witnesses should bear this in mind. When some
of the récommendations were made, you have clearly demonstrater
them as being your own input. .

T will end with you, Mr. Chairman. T think it would be well to have
your answer for the record. Yon indicate the Commission attempted
to use the framework and data, then you say we find evidence already
that these approaches are being serionsly attemnpted and we are pleased.

I, for one, would like to know what evidence we have that the ap-

proach is being seriously attempted. Do we have examples where States
are doing these things? Are there specific situztions wheve the work of
the Commission is bearing fruit? '
* Mr. LeoNarn. On page 231 of the Commission report on a page and
a half is the analytical framework on which the Commission ham-
mered hard. Tt doesn’t have to do with models or data. just on logic.
How you enter new, considering a problen, then taking all the steps
and alternatives you go down through it. On this particular point it
appears with the final assistance of this Connnission, with the assist-
ance of the Office of Education and 20-some associations, the educa-
tional cominission of the States volunteering as a coordinating agency,
there will be a series of conferences on the idea of how to logically
approach this problem, how you finance education.

Using some of the results as demonstrative on how things should be,
considered and how you arrive at answers is being well received on this

- basis. T personally have heen contacted as have a number of members
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- of the Commission have to appear at the start of the 1202 programs.

o this extent, the Commission reporting is being picked up.

On the question of specific findings, I would ask Dan to comment on

" that. ’

- Mr. Martiv. I hope I am not speaking out of turn for the people
“who might not wish things to be known at the moment. You find there
are people being employed on staffs of centers of higher education and
institutions specifically instructing them to get busy in policy analysis.
~ T am encouraged by the action of ACE to coordinate the efforts of the
centers in policy groups around the Nation. ‘ :

They have already -convened one meeting. The thrust of policy
analysis has been given recognition and I think it is important to-
recognize the data-gbase established by the national Commission is in
operation and the Office of Education has cooperated with us to make
it available. There are people using it and getting benefit from it.

Also, with regard to the costing procedures recommended by the
Comnmission, it 1s safe to say this thing is sitting rather dormant by
either the Office of Education or Congress, but on the other hand, the
institutions seem to be taking it quité seriously because the information
~exchange project is now moving into its final pilot phase and the
currcnt indication of the survey indicates many institutions will be
utilizing these procedures which are more economical than those sug-
gested by the Commission, bringing about what I think is order out of
chaos in the incompatibility of data. :

Finally, T think yon should not; a version of the model is being used
in a pilot test in a developmental way with four States at the current
time. This is being done in conjunction with the National Center for
Higher Education Management and I trust the States don’t mind
their names being revealed. They are Massachusetts, Colorado, Mary-
land, and Washington.

Mr. DeLLexBack. I think among the things the Commission wishes
to emphasize is its clear interest on postsecondary as opposed to tradi-
tional higher edncation. Tt has attempted to apply systems to what
so often has been intunition or flying by the seat of the pants or some
personal subjective judgment on sométhing, and we can’t afford that
kind of approach any more.

Tt has been good to have you with us.

Mr. Lronarp. I think the fact the Commission came out with that
systematic approach rather than coming down hard on some specific
policy recommendation it might have made, such a large contribution
is due largely as a result of the hard work and leadership Mr. Dellen-
back and Mr. Brademas put in on the Commission. :

Mr. O’Hagra. I appreciate your conunent.

Gentlemen, we very much appreciate your having come before_us.
There are other things T wanted to talk to Mr. Weathersby and Mr.
Lawrence about, assumptions in the model as-to the equivalent of the
decrease or grant in aid. T wanted to ask if they were aware of the
little experiment conducted in Wisconsin where they dropped their
tuitions and produced rather considerable increases in enrollment. In
any event, T am sure you are, or soon will'be.

Mr. Marrry. That is one of the questions I was raising, that the
conditions might be different.
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Mr. O’Hara. I thank you very much. I assure you we will consider
this most valuable study and look forward to getting staft reports.

We will now stand in adjournment. _

[Whereupon at 12:08 a.m., the subcommittee adjourned, subject to
call of the Chair.] , :

EpvcarioN COMMISSION OF THE STATES,
Denver, Colo., March 1974.

DEAR CoLLEAGUE: As you know, the National Commission on the Financing of
Postsecondary Education has just released its completed report. This report
presents a comprehensive and exhaustive interpretation of the financial support,
categories of support and an analysis of the categories of recipients of dollars
for postsecondary education in the United States. Questions such as where the
money comes from, under what circamstances, who receives it and what are some
of the results are questions with which the commission dealt.

In addition, the National Commission developed and tested a framework to
analyze alternative proposed methods for financing postsecondary education.

The full report of the commmission runs to 442 pages. No official executive sum-
mary exists. In light of the commitment of the Education Commission of the
States by Governor Duun, who served as a member of the National Commission
on the Financing of Postsecondary Education, and Governor Askew, our current
chairman, to help in the distribution of the repont and communication and under-
standing of its results, we have asked Dr. Ben Lawrence, executive director
of the National Commission to prepare a sunumary analysis of its high points and
findings. We are pleased to be able to send you Dr. Lawrence’s prospectus on the
report.

We would like to express our appreciation to Dr. Lawrence for preparing the
perspective and hope it will be helpful to you and others in understanding the
report’s significance. If you need additional copies, they may be obtained from
the Educational Commission of the States at $2 per copy.

Cordially, ’
RicaARD M. MILLARD,
Dircctor, Higher Education Scrvices.
Enclosure.
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PREFACE

The National Commission on the Financing of Postsecondary Education devel-
oped and tested a framework Lo analyze alternative proposals for financing post-
secondary education. The commission intended 1o demonstrate the usefulness
of'such an approach and to make recommendations that would support the con-
tinued development and use of such approaches to policy analysis in post-
secondary education, particularly at the state and national levels. The recom-
mendations of the commission, found in chapter 9 of its report, are designed to
carry out this intent.*

In the process of developing and testing this framework, the commission also
identified and reported many facts having significant implications in the selec-
tion of financing mechanisms and proposals for postsecondary education.

This synopsis extracts from the commission’s report the salient points of import
to financing postsecondary education, recognizing that the sclection of these
points is from an entirely personal perspective and that this paper may not
necessarily reflect the opinion of the commission or its individual members.
The first scction of this paper deals with the objectives of postsecondary educa-
tion stated by the commission and how well these objectives are being met. The
second section discusses a number of realities that have significant impact on the
selection of a financing plan to postsecondary education, Since the commission
has stressed the importance of objectives to postsecondary education, its objec-
tives serve as an organizing principle in the paper.

*Financing Posisecondary Education in the United States i available rom the Superintendent of
Documents, U.S. Government Printing OfTice, Washington, D.C. 20402, The cost is $4.
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WHAT OUGHT TO BE AND WHAT IS

Every member of the National Commission on the Financing of Postsecondary
Education had many reasons to believe that he or she had some special under-
standing ol postsecondary education. And, indeed, from student to college presi-
dent to congressman, cach did. Yet, the first realization that fell hard on the
commission was that conventional wisdom about postsecondary education is
largely outdated and erroneously intuitive, the result, perhaps, of education
old wives™ tales that may have held some truth two decadés ago.

Postsecondary education, like the entire American society. has changed signi-
ficantly during the past 20 years. To respond to this change, those charged with
the financing of postsecondary education must put aside outdated perceptions,
look anew at the objectives of postsecondary education and examine the meth-
ods by which thosc objectives may be accomplished. Those who propose changes
in financing must be able to offer reasonable assurances that what they propose
will produce the intended results, For this reason, the commission and its stafl
placed the highest priority on assembling pertinent data and using them to
analyze alternative policy proposals in a systematic way. By implication the
commission suggests that others concerned with financing proposals and recom-
mendations do the same.

The commission set as its first task the development of a set of national objec-
tives for postsccondary education. The commissioners discussed the purposes of
education, ranging from a broad social perspective to the more limited perspee-
tive of the individual, from the one extreme of purely individual development to
the other of manpower production and supply. Because the commission took
the view—after seven months of study and deliberation—that the purposes and
substance of postsecondary education should be determined by institutions.
students and funders in response-lo their specific needs, the objectives seleeted
desceribe the character, rather than the purposes, of postsecondary-education.
Three objectives were writlen into the law establishing the commission: access,
independence and divcrsily The commission was rcquirt.d by Congress and the
President to examine alternative hndncmg proposdls in light of these national
goals. To these three, the commission added five it feli are necessary to describe
the desired character of postsecondary education in our pluralistie society.

The eight resulting objectives were compared with those developed by other
commissions and study groups and were found to be consistent with these pre-
vious efforts. However, the objectives formulated by the commission do suggest
increased emphasis on universal access, diversity (particularly in the commis-
sion’s definition of postsecondary education) and accountability. A broad
chiange 1n emiphasis came from the commission’s view that these objectives
should be important considerations in the determination of finaneing policy.
The importance the commission gave the abjectives can be seen from its report
and {rom a discussion ot the objectives in light of what ought to be and what is.

I. Student Access.
Each individual should be able to enroll in some form of postsecondary educa-
tion appropriate to that person’s needs, capability and motivation.
In describing student access as a basic objective of postsecondary education, the
commission asserted that there must be no arbitrary or artificial barriers related |
to sex. age, race, income, residence, cthnieity, religious or political belief or
prior educational achievement.
|
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The commission found that student access to posisecondary education still is
inadequate.
® The participation rate of students from families with annual incomes
under $10,000 would have to be increased by 50 per cent to equal the
participation rate of students from families with annual incomes over
$10,000.

Public comprehensive colleges, followed closely by public community
colleges, do the most 1o provide access to students from families with
incomes under $10,000.

While great improvement still is needed, student financial did pro-
grams have improved access for low-income students. The commission
estimaltes that because of financial aid, 1.4 million students have en-
rolled who otherwise would not have attended. Students from families
with incomes in the $3,000-§6,000 range have benefited most from
such programs. Students from families with incomes in the $6,000-
$7.500 range are the most -under-represented and have received con-
siderably less assistance, S

While family income level is clearly important in determining a stu-
dent's participation in college, at least two other factors are statis-
tically more important: the high school curriculum followed by the
student and the father's educational attainment.

If a student has followed a college preparatory program, his chances
of going on to college range from 70 to 85 per cent, while if he has fol-
lowed any other program, his chances of going on to college range
from 4 to 30 per cent. Further, the greater the father’s educational

auwainment, the greater the likelihood the individual will enroll in
college. :

The rates of participation in postsecondary education for blacks,
American Indians and persons of Mexican parentage or birth are far
below the participation rates of other Americans, while persons of
Japanese and Chinese descent have extraordinarily high participation
rates—higher in {act than all other Americans.

Women are under-represented in postsecondary institutions, consti-

tuting 51 per cent of the 18-24 year old age group, but only 44 per cent

of undergraduate enroliment and 39 per cent of graduate enrollment.

Their participation would have to increase by 25 per cent to equal that .

of men. T
The commission concluded its discussion of student access with a highly sig-
nificant observation, Of all the objectives recommended by the commission,
student access is perhaps the most fundamental, for without access 10 postsec-
ondary education, the other objectives are reduced to cmpty promises. That
student access is not satisfactorily achieved is particularly troubling, for without
access it is questionable whether the postsecondary enterprise can meet its other
objectives.

I1. Student Choice.

Each individual should have a reasonable choice among those institutions of
postsecondary education that have accepted him or her for admission.

This objective requires careful reading. When an individual has been admitted
10 one or more institutions, he or she should be provided a reasonable choice
among those institutions regardless of the tuition charged or his family income.
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If the student is admitted to a high-tuition private institution and a low-tuition
public institution, he should have a 'reasonable choice between those two insti-
tutions regardless of his personal financial situation.

The commission found that: '

® On the whole, students can choose among the institutions that have
admitted them, except the most expensive institutions.

® To a significant degree, such choice has been provided to students be-
cause institutions have ensured that low-income students have an equal
choice with their higher-income counterparts. The institutions have
accomplished this by incurring student aid deficits, which in turn have
affected the financial health of the institutions. .

" HI. Student Opportunity.

Postsecondary education should make available academic assistance and coun-
seling that will enable each individual, according to his or her needs, capability
and motivation. to achieve his or her educational objectives.

The commission concluded that dropout and program completion rates are not
very satisfactory measures of this objective, but are nevertheless the only avail-
able measures of students’ opportunity to complete their programs.

it found that:

® | ow-income students have higher dropout rates than high-income stu-
dents.

® Private institutions have higher completion rates than public institu-
tions. ' V

® Black students have a lower completion rate than non-black students.

- ® Program completion measures are particularly inappropriate for
assessing student opportunity in community colleges.

IV. Institutional Diversity. _

Postsecondary educationshould offer programs of formal instruction and othe
learning opportunities and engage in research and public service of sufficiént
diversity to be responsive to the changing needs of individuals and society.

The commission stated, “There must be great diversity in our institutions of
postsccondary education if all reasonable needs of students and society are to be
served. . . . Diversity, from the student’s point of view, means that postsecond-
ary institutions offer a range of opportunity for individual development and
training for future employment. Diversity also implies renewal, reform and
responsiveness Lo students’ needs for both formal and informal learning oppor-
tunities.”
The commission concluded that diversity in postsecondary education is evi-
denced by differences in institutional purpose, the number and types of program
offerings, institutional size and flexibility of learning opportunities. The com-
mission found that:
® Institutions have tended to become more alike in purpose rather than
divergent, and that recent trends to reform institutions are still very
much in the formative stages and have had very little impact thus far.

® There is a wide variety of program offerings within a large number of

institutions.
264
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® There are large numbers of institutions in all institutional size cate-
gories. :

® Flexible learning arrangements arc still in the early development stages
and have not yet had the desired impact for the average student.

® A number of finance-related trends threaten the financial viability of
private liberal arts institutions and, to the extent that they contribute
to diversity, diversity is threatened.

® The development of diverse forms and methods of postsecondary edu-
cation i§ Lo some degree inhibited by sources of financing, and it is an
open question whether financing postsecondary cducation through the
student or through institutions will provide greater diversity.
® Greater diversity is essential, in the commission’s view, if postsecond-
ary education is to scrve [ully the varied needs of students and the
public in our pluralistic socicty, .
® The traditional and accepted notion of higher education should be
expanded to the broader understanding of education beyond the high
school expressed in the term *“*postsecondary education.” This should
be done to recognize the popular demand for, and participation of
millions of Americans in, forms of postsecondary education not in-
cluded within traditional higher education.
In this regard the commission found that “postsecondary education in the
United States is a farge enterprise including more than 2,900 traditional colle-
giate institutions serving some 9.3 million students and an additional 7,000 non-
collegiate technical, vocational and proprietary institutions serving approxi-
mately 1.6 million students. Postsecondary education also includes an estimated

3,500 additional institutions and organizations (serving an unknown number of

_students) as well as a great many other noninstitutional learning opportunities
(in which as many as 32 million people may participate).”
Recognizing the broad scope of postsecondary education, the commission has
adopted and recommends to the nation the following definition, encompassing
the 2,900 traditional collegiate institutions and the 7,000 noncollegiate insti-
tutions:

Postsecondary education consists of formal instruction, research, public service
and other learning opportunities offered by educational institutions that pri-
marily serve persons who have completed secondary education or who are
beyond the compulsory school attendance age and that are accredited by agen-
cies officially recognized for that purpose by the U.S., Office of Education or
are otherwise eligible to participate in _federal programs.

V. Institutional Excellence.

Posisecondary education should strive for excellence in all instruction and other
learning opportunities and in research and public service. '

There is no simple solution to the problem of measuring excellence. Neverthe-
less, the commission reaffirmed the necessity for and desirability of excellence in
every form of postsecondary education, and urged that the search for measure-
ments of excellence be continued, as the search itsell will encourage efforts to
achieve excellence,

While there is currently little understanding of the relationship between financ-
ing and excellence in postsecondary education, evidence suggests that a strong
relationship exists.
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V1. Institutional Independence.
Institutions of postsecondary education should have sufficient Sfreedom and

Jlexibility to maintain institutional and professional integrity and to meet cre-

atively and responsively their educational goals.

Current evidence indicates that institutions that receive primary financial sup-
port from a variety of public or private sources are neither more independent
nor better able to achieve their educational objectives than those primarily
dependent on a single source of support. The relative availubility or scarcity of
financial resources, regardless of number of sources, is probably the most signi-
ficant factor affecting institutional independence.

VIL. Institutional Accountability.

Institutions of postsecondary education should use financial and other resources
efficiently and effectively and employ procedures that enable those who provide
the resources to determine whether those resources are being used to achieve
desired outcomes.

With independence goes accountability. Independence and accountability must
be balanced so that the interests of students and the general public do not be-
come subordinated to those of the institutions. This is not to say that postsec-
ondary institutions have been irresponsible in this sense in the past, but rather
that in the future they must not lose sight of the interests of those they serve.
They must respond positively to the new expectations for accountability.

“The current demand for greater accountability assumes that the previous ef-
forts of fiduciary accounting and reporting will be continued and, to the extent
possible, improved. In addition, the new expectations for accountability call
for: . )

1. Accounting for the use of resources in relatiopship to the achievement
of specific objectives—funders may want to-know how much institu-
tions spend (including cost per student) to achieve an objective and to
what extent the objective is achieved.

2. Demonstration that the resources available are used efficiently—fund-
ers want to know if the resources are being used in order to achieve
maximum productivity; and v

3. Evidence that institutional objectives selected reflect the nceds of citi-
zens in their roles as students, society and funders—and it cannot be
assumed that their objectives are always identical.™

To sum up the commission's study of accountability, the commission reached
the lollowing conclusions and recommendations i this regard:

Commission’s Conclusions

1. The most useful unit cost data for administrators and policymakers
arc the direct, indirect and full (direct plus indirect cquals full) annual
per-student costs of instruction for each major ficld of study: lcvel of

_instruction and type ol institution.

2. Cost-per-student calculations are technically possible for most instruc-
tional programs at most institutions: howevcr, the currently available
procedures do not fully reflect the complexitics of those institutions
that offer a combination of instruction, research and public service pro-
grams or a combination of vocational and academic programs.

3. Policymakers should not rely solely on annual per-student costs of
instruction for the development of pelicy in postsecondary education.™
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Commission’s Recommendations -+

I. The federal government should provide continuing leadership in encou-
raging and developing national standard procedures, appropriate to
cach type of institution, for calculating the direct, ‘indirect and full
annual cost of instruction per student by level and field of study.

N

- Interim national standard procedures for calculating those costs per
student should be adopted by the federal government to be imple-
mented by institutions on a voluntary basis.- Cooperating institutions
should receive financial assistance to cover costs related to implementa-
tion of the interim procedures and reporting their cost information.
(The commission has suggested interim national standard procedures,
which are described in.a separate staff document.)

3. Federal support should be provided for the development and reporting
of financial and program data to supplement and extend the cost-per-
student data. Examples of suggested additional financial data may be
found in this chapter. (Chapter 8.

4. The federal government should ensure that the data base assembled by
this commission is updated, maintained and made available to appro-
priate public and private agencies.

w

. The federal government should support a national eenter for educa-
tional information with the responsibilities and characteristics listed
in the text of this chapter.”” (Chapter 8.) ¥

VIII. Adequate Financial Support. @

Adequate financial resources should be provided for the accomplishment of
these objectives. This is a responsibility that should be shared by public and
private sources, including federal, state and local government, students and
their families, and other concerned organizations and individuals.

Accomplishment of the previous objectives is directly dependent on the provi-
sion of adequate financing, and it will be possible to accomplish all of the objec-
tives only with an increase in-the present level of financial support.

® State and local governments should provide the basic institutional
capability to offer a variety of postsecondary educational programs
and services according to the needs of their citizens.

® The federal government should accept major responsibility for financ-
ing postsecondary educational programs that serve goals and priorities
that are primarily national.

® Students and their families should share in meeting the basic costs of
their education to the extent of their ability to do so and to ensure their
freedom to choose among programs and institutions.

® Alumni, foundations, corporations and other private organizations
and individuals should provide the supplementary support that tradi-
s tionally has been a principal ingredient in assuring high quality among
: both private and public institutions.
In the real world of limited resources, hard choices must be made about the
deployment of available financial resources for maximum effectiveness. Not all
objectives will be accomplished nor will progress toward their accomplishment
be equal. Complex interactions among sources of funds and among the recip-
ients of the funds force the careful study of financing patterns as a prerequisite
to the allocation of resources. Those who advoeate a particular financing plan
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should be able to provide some assurance that what they propose will produce
the results they intend.

The key clements of the current financing patterns are:
® in fiscal year 1972, the income of postsecondary educational institu-
tions was about $29.5 billion. Of this $29.5 billion:

20 per cent (85.9 billion) was received {rom students and parents.

32 per cent ($9.3 billion) was received from state and local govern-

ments.

27 per cent (38.1 billion) was received from the federal government.

9 per cent ($2.7 billion) was received from gifts and endowments.

12 per cent ($3.5 billion) was received from auxiliary enterprises and

other activities.
|
|
|
|
|
|
|
|
|
|

® In addition to income to institutions, students paid an estimated addi-
tional $4.5 billion for subsistence and education-related expenses, in-
cluding room, board, transportation and so forth, not paid to institu-
tions, Of this $4.5 billion:
$3.4 billion was provided by students and parents.
$1.1 billion was provided by the federal government.

® The combined total of all initial sources of funds for postsecondary
education (excluding opportunity costs) results in the following:

Total expenditures in 1972 were $34 billion. Of this amount:

35 per cent ($11.8 billion) was paid by students and their families.
27 per cent ($9.3 billion) was paid by state and local governments.
27 per cent ($9.2 billion) was paid by the federal government.
8 per cent (82.7 billion) was paid for {rom gifts and endowments.
3 per cent ($1.0 billion) was paid for from auxiliary enterprises
and other activities. (This excludes student payments to those
enterprises for goods received.)

100 per eent ($34.0 billion) Total

® The level and nature of financial support vary greatly from sfate to
state and from institution to institution, and these variations must be
taken into account in developing effective national programs and poli-
cies.
® In 1972, public financing for postsecondary educational expenditures
at institutions amounted to $17.4 billion. Of this amount:
25 per cent ($4.4 billion) was provided through students.
75 per cent ($13.0 billion) was provided through institutions.
An additional $1.1 billion in public support was provided to
students for living costs not expended at institutions.
® [n 1972, when all income sources are considered at once, of the $29.5
billion total income to institutions:
85 per cent, or $25.1 billion, went to institutions.
15 per cent, or $4.4 billion, went to students.
® Tuition and other student fees have risen steadily as a percentage of
total institutional income from 7.2 per cent in 1961-62 to 21.9 per cent
in 1971-72.
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® The average tuition for private four-year institutions is currently four
times that for the average publie four-year institution.

® The cost of attending collegiate institutions of any kind has gone up
mpldlv over the past decade, grome more rapidly than per eapita
income and, lht.rcfort. becoming.an increasing burden to those who
must pay th cost.

® The federal government operates over 380 separale support programs
for postsecondary education, administered by more than 20 federal
ageneies, The amounts administered by the major agencies in 1972
were:
44.3%  $4,090.4 million  Decpartment of Health, Education and
Welfare
21.7%  $2,006.5 million  Veterans Administration
11.7%  $1,082.6 million  Department of Defense
9.7% $ 898.2 million  Dcpartment of Labor
42% § 390.2 million  National Seience Foundation
8.3% 8§ 769.0- million  All other agencies
100.0%  $9,236.9 million  Total .
® Eighty-eight per cent of all student aid came from the federal govern-
ment in 1972 (primarily veterans and social security benefits), and 62
per cent of all institutional support came from state and local govern-
ments,

REALITIES HAVING IMPLICATIONS
FOR FINANCING POSTSECONDARY
EDUCATION

The commission’s study, and particularly its analysis of more than 50 alterna-
tive finaneing plans, resulted in the identification of a number of realities that
must be considered in the development of ‘policy proposals for finaneing post-
sceondary education in the next decade.
" ® State and regional differences in postsecondary education und its
finaneing are so great that the dLVC]Omenl of a single national policy
for financing postsecondary edueation is impossible, if not undesirable,

® The dLVLlOmenl of a rational set of pollcu.s for finaneing postsecond-
ary education in our pluralistic system requires an understanding of the
interactions that oceur between and among:

1. The demand for postsecondury education services by students and

society. e

The supply of postsecondary edueation services by institutions.

3. The finaneial support of pestsecondary education by federal,
state and local governments, students and their families and other
concerned organizations and individuals,

[SS]
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It also demands an understanding of the future impact on the postsec-
ondary education enterprise of implementing such a set of policies.
There is evidence that we can understand these interrelationships and
impacts sufficiently to employ a knowledge ol them in improving
policy decision making in postsecondary education.

Enrollments have stabilized in postsecondary education and, unless
social attitudes toward life-long learning should result in increasing
numbers 6f recurring students, future planning must be based on the
assumption that enrollments will continue to be stable.

A substantial financing and programmatic effort must be mounted if

we are to fulfill the promise of equal access to ethnic and racial minori-
tics, persons from low-income families and women. To avoid placing
the primary burden for doing so on the middle-income family will re-
quire substantially greater cffort.

The new 18-ycar-old age of majority is likely to affect postsecondary
education in major ways that are not yet easily determined.

Institutions ol postsecondary education will be under strong pressure
to increase their productivity to match rising costs.

The availability of public funds for postsccondary education is depend-
ent upon at least:

1. The economic conditions of the nation and individual states.

2. The attitudes of government officials and elected representatives
toward the need for funds for postsecondary education in relation
to other demands for public funds.

3. The attitudes of clected representatives toward the operation and
relevance of postsecondary education. :

Societal expectations with regard to skill levels and individual develop-
ment are substantially higher today than they were 10 years ago, sug-
gesting that universal access to two years of postsecondary education
may soon become a significant social demand.

The U.S. Census Bureau projects an overproduction of bachelor’s de-
grees relative to jobs requiring them by 1980,

Unemployment and/or underemployment among individuals with

. doctoral degrees is currentl§ substantial.

At any given level of financing, assistance plans for target groups
(such as grants to needy students) are more effective for improving
student access than general student assistance (such as tuition redue-
tion). o

Increases in the effective price (tuition minus student aid) of post-
sccondary education—the price the student must pay—result in de-
creases in enrollment; conversely, decreases in the effective price result
in increases in enrollment.

Increased spending for student grants, if the extrapolated 1972 pat-
terns ol financing and enrollment continue, would result in propor-
tionately larger increases in enrollments in the private collegiate and
noncollegiate institutions than in the public sector, and enrollments in
the public two-year colleges would not grow so much as might be
expected.

260




e

264

® | the family income eligibility ceiling for student grants were changed
from 815,000 to a lower level, the enrollment of students in the $10,000
to $15,000 runge would decrease slightly, while the enrollment. of stu-
dents in the under $10,000 family income group would increase.

® Expuanding student uaccess to postsecondary education through in-

~creased student grant financing would require institutions to seek
supplemental financial assistance to meet additional costs induced by
the enrollment growth, ’

® Finuncing policies that emphasize primarily increasing tuition gen-
crally are based on one or more of the following assumptions:

1. There is, or soon will be, an oversupply of postsecondary educa-
tion services and degrees.

. The portion of public revenues dedicated to postsecondary educa-

tion is too large.

3. Requiring the individual to pay lor a larger share ol his education
will bring about a better equilibrium between individual desire
for, socictal demand for and institutional supply of postsecondary
educational services.

(3%

® Financing policies that emphasize primarily increases in student aid
generally are based on one or more of the following assumptions:
Equality of student access is not yet satisfuctorily achieved.

2. Increasing the flow ol funds to postsecondary educution through
students will permit students to choose programs better suited to
their needs and, at the same time, cause institutions to become
more responsive to student und societal needs.

® Financing policies that emphasize primarily increases in general insti-
tutional support generally are based on one or more of the following
assumptions:

1. Institutions are lacing severe financial distress.

2. The quality and diversity of pouscuonddry education proydms
are being threatened.

3 Policies aimed at increasing student access (pdrmuldrly for lo“~
income groups) induce additional costs on institutions not pro-
vided for in uny other way.

® Financing policies that emphasize primarily increases in categorical
support to postsecondary education generally are based on the assump-
tions that there are specific national and/or state concerns that must
be addressed, and that institutions ol postsecondary education have
considerable capability that can be directed at these concerns,

Clearly, a 400-page report cannot be reduced to 10 pages without losing a great
deal in substance, context and, therefore, meaning and interpretation. Further,
simply the process of selecting these points as the most important introduces
the personal viewpoint of the author. Those interested may wish to refer to the
complete commission report, Financing Postsecondary Education in the United
States, for more speceific details und lurther elarification.
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STAFF REPORTS

(Published by the National Commission on the Financing of Postsecondary
. B Education)

1. A Proposal: Interim National Stundard Procedures for Deriving I’er-S‘tudent
Costs in Postsccondary Educational Institutions, by James Farmer. "l‘lns was
published in December 19738 and is currently available from the Superintendent
of Documents, United States Governnient Printing Office.

9. Towards ¢ National Postsccondury Education Date Base: Experiences of
the National Conunission on the Finencing of Postsccondary Bducation, Daryl
Carlson, Jumes Farmer and Richard Stanton. This was published by College
and University Systems BExchange in the Proceedings of the 1973 CAUSE
National Conference, January 1974.

3. A Compiletion of Federal Prograins Financing Postsccondary Educuation,
by Pamela Christoffel. A Hmited number of copies have been made and distributed
to interested nssociations and individuals by the National Conmnission. i

4. A Framework for Analyzing Postsccondary Bducation Financing Plans,
by Daryl Carlson, James Farmer and George Weathersby, This report is to be
released by the Government Printing Office on June 28, 1974, :

5. NOFPR National Postsecondary Education Date Buse Dircetory, by Daryl
(arlson, to be released by the Govermment Printing Office on July 8. 1974

6. A Contcrt for Policy Reseurch in Financing Postsecondary Education lis
composed of five papers by the NCFPE staft:

Paper 1. Future Policy Issues Concerning Postsecondary Edueation De-
manad and Supply, by George Weathersby
Paper 2. The New Adults and the Financing of Iostsecondary Education:
The Implications of 18-Year-Old Majority, by NCFPE staff members
Paper 3. A Summary and Analysis of the Natioual Commuission’s Survey
of Noncollegiate Institutions. by Ted I K. Youn and Ray Thompson
Paper 4. Recent Proposals for Financing Postsecondary Education: A Sum-
mary, by Ted I. K. Youn B
Paper i. Tax Allowance Proposals for Financing Postsecondary Edueation,
by Willinm A. Sanda
1 This report is scheduled to be released by the Government Printing Office
on Aungust 30, 1974,
’ AMERICAN COUNCIL ON EDUCATION,
Washington, D.C., February 26,197},
Memorandum to: John F. Hughes, Director
From : Carol Van Alstyne, Chief Economist .
Subject : National Commission Model : Next Steps

"Phe National Commission has made a major breakthrough in developing a new,
more systematic approach to comparing alternatives for financing postsecondary
eduention. Because of its significance, we should learn as much as we can about
the model and its practical potential. Georgin Weathershy, the Research Diree-
tor for the Commission who guided the work of building the model, has gener-
ously given two technical hriefing sessions at ACE during the last several weeks
in what we hope will be a continuous exchange to help us understand how the
model works, .

1 This mento is intended to respond to your request for suggestions about what
| the next steps in the furthev development of the model might he. The suggestions
| outlined in this memo are based on the oral presentation and preliminary docu-
| wmentation provided at the two briefings, review of Chapters 6 and 7 of the Com-
mission’s Report, o quick ook at some of the empirical studies which underlay the
student response estimates used in the model. and preliminary discussion with
Tom Naylor and Horst Schauland of Social Systems, Tuc. T still ‘have a long way
to go to understand the basic operatious, and, as fuller docwunentation beemnes
available, the suggestions for next, steps made here may need to be reexamined.

George Weatherby has emphasized that the purpose of construeting an analytic
model is to help answer gpecific questions and that in the further development of
the National Commission mo el attention should properly continue to be focused
on what specific questions #ce to be answered. The National Commission built
a model fo assist in more rijjorous comparisous of alternative finaneinl plans in
order to auswer specific que: tions about which plan is the most effective in the
use of public expenditures to achieve selected objectives. Concurring that the
National Commission stated the right questions, then we arve interested in re-
finements of the angwers to those questions,
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A, In oy view, at this point, the next steps in working with the current model
are:

1. Awmplitication of the docwmentulion of the model. 'T'o begin at the beghi-
ning, the docutnentation of the wodel should be amplified with explieit at-
tention to differentiating anong:

a. Policy vaviables, which can be considered as instruents in achiev-
ing financing goals ;

h. Endogenous variables, which inflnence and which are in turn in-
fluenced by the system of financing postsecondary education; and

¢. Ixogenons varinbles, whiclhi have an impact on tinaueing alterna-
tives but which are themselves determined ontside of the system of
finaneing.

2. o evalnate more fornully the validity of the wodel and the sensitivity
of the output to changes in the strueture of the model and variation in the
data put into it.

3. o focus on the role of judgment in deriving policy concelusions from
the model.

Phe type of analytie model developed by thie National Conmission for conpar-
ing financing poliey alternatives is construeted by :

a. Stating the goal to be achieved—orv, technically the vatune to be maxi-
mized, .

b. Defining the constraints or limits, within which the goil can he sought
(for example, constraints on availability of funds),

¢, Describing with sets of equations the way the plans operate, and

d. Putting into the model values to indieate the levels of operation of the
viarions plans.

Then the model ean be used for :

a. Comparing the plans with respect to llow well they achieve the goal ; and
after aualyzing the results, ’

b, Indicating which plan comes closest to achieving the desired goal.

Note, owever, that the analysis compaves alternatives inachieving a single ygoal.
Wihen this is the case, direet conclusions cun be drawn about which alternatives
best achieve the single goal specified. 'The National Conunission’ Model must neces-
sarily be more comples, however, hecanse the gouals of the support of postsecond-
avy edneation are more complex—they veliate {o sets of objectives with respeet

“to both studeuts and to institutions and strategies for finnucing postsecondary

edueation must consequently deal with maximizing complex objectives that re-
late to both students and to institutions. .

We need to explore the Hmits and possibilities of dvawing policy conclusions
front a postsecondary financing model which must necessarily sepurately and
independently maximize values in achieving two distinet sets of goals——one re-
lating to students (feeess, choice, aud opportunity) and the other to institutions
(ednentional diversity, excellence, independence, and accountability).

The National Conunission Model ean be nsed to compare the alternative tinane-
ing strategios one al ¢ time, to determiine to what extent, all other things being
egual, they maximize the vatue of a singlc objective. The single objeetive used
in the examples published in the Report relates to student aceess,

Next, the model, as strucetured, cain be nsed to compare the afternatives agninst
any other single specified objective—in sueeession, but always one at o time,
In comparing. the plaus, if the hest way to achieve differenl gonls is thronglh dif-
ferent strategies thien a methodologioal isspe and cousequently a policy issue
arises. Working within the analytic framework of the model, to obtain a clear
indication of whieh single alternative fingncing plan is preferable requives either
the real-world decision-maker or the model-builder to speeify the weights to be
attnehed to obtaining each of the goals and to strike a balanee among them, con-
sidering the positive and negative effects of eaelt plan of aetion on all other
relevant goals,

Thus, the National Commission madel requires the wse of judgment in an
essential way to derive policy conclusions—not the use of judgment simply to
ussess how well the steaetural equatious describe the real world or to evalnale
the quality of the data nsed. Rather, jundgment is required in this model in an
essential way to weigh and specify the importance of different goils, some of
which mny be complementary and some of which may be competing, to conclude
that any one plan, on balincee considering the mix of relevant goals, is preferabie
to another plau, )

26y




267

B. Tle uext steps in developing successive new generations of the model are:
1. f'o nove trom a static to a dynamic formmlation of the model;
2. o wove frow a definitional to a dehavioral torunilation ot the model;
3. Mo differentiute the national uggreguele estimates,
ia. By region or state, aud
b. By race aud. possibly sex (in acdition to the differentintion by
income already iucorporated in the wodel) ; "
4. Mo refine the estimates of student responses to ehanges in tuition levels
and amounty of student-aid available ; and
5. o refine e bases for making projections used in the wodel.

KEaell of these suggestions is discussed briefly in the following uotes:

1. A fivst step in the furtlier developwent of the model is to weove from a
static to a. dynamnic formulation of the model.

Let me explain this suggested next step by giving an exawpie. The model
currently defines eligibility for student assistauee as a function of incowe but
not of costs of uttending particular ingtifutions, whicl costs are, however, relevaut
in the aetunl awards of student assistaunce. All students are fivst grouped into

thiose who are eligible ou the basis of incowe for financial aid and those who are

‘not. Then, tuition levels are modified and/or total amounts of studenut aid are

elianged (as set forth in the alternative financing plaus), and the fmpacts on
student neeess aud induced fluancial requirements of iustitutions ave calculuted.
But uote that the chianges in tuition levels, while tliey change edueational costs,
do not now cliange eligibility for assistauee beeause eligibility is based on iuneoure,
whicli ig not affected by changes in- tuition levels, rather than on edncutional
costs. At this stuge of developmeut, the model does not go baek again aud
recalenlite the ineremental chauges in the mumber of studeuts eligible for assist-
ance resulting trom chianges in tuition levels aud cousequently edueational costs.
This type of dynamic feed-back interaetion should be ideutified and taken iuto
aeemnit in subsequent generatious of the wodel. The operational implemoentation
of this suggestion ean be accowmplished by changing from a recursive to sinul-
taneons upprouch.

2. The second step is to wove frow a definitional to u behavioral and

provabilistic formulation of the wodel,

Tu o definitional model, uuswers ave caleuluted by the aritlunetie operations
of adding, subtracting, multiplying, and dividing as indicated by exact equations
which deffne relatiouships. In a behevioral model, more attempt wounld be uutde
to take into sccount actnal beliavior of people affected by broposed changes.
Siuce we eaunot be sure of their respouses, we tuke into cousideration the prodba-
bility ot u particular response.’

Again, let me use an exawple to try to explain this suggested next step. At
the present time, a dollar of tuition increase in the wodel is eqil to and exaetly
offset by i dollar of increase in studeut aid. This is not au assumption built iuto
the model in struetural equatious; the model has separate equations for ench
variable aud can handle theu separately. ‘e current equivaleney of tuition and
aid is a matter of input data.

But we need uext to cousider whether thie studeuts actually respoud exactly
the saie way to offsetting ehanges in the two types of support. dollar tor dollar,
To ndd the belhmvioral respouses we would ueed, for instauce, to consider whether
stidents kuew about tuition levels and the amounts of aid offered, and what
certainty or risk they attaelied to the contiunity ot each. In this case, tor instinee,
it might be that the knowledge of aud ecertainty attaclied to tuition level¥ is
different from that attached to amounts of student aid available as an offset.

We currently lack adeqnate empivieal data to make firin estimates of this type
of student Dbehavioral response, bnt better policy infovmation thau can be
currently provided wmight be obtained in a rudimentary fashion by using a
adaptations of a teelimiguie known as the “Delphi” technique (in which informed
cousensus is. generated through asking a paunel ot “experts” to auswer several
rounds of the same questions when they kunow thie answers previously giveu hy
the “experts’ in the preceding round). :

Iu extending the developient of behuvioral responses in tlie wodel, the rc-
sponscs of Institutions with respeet to changing tuition levels and assistance
available, and the responses of stale aud federal gorernments in allocating aid
shiould be added.

The result of adding these probabilities of behavioral responses is to move in
tlre divection of generating a simulation of the reul financing deeigion processcs
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of all the major deciders ag they interact. Iu this case the output of the model is
not a single caleuluted answer but the report of the results of un experiment usiug
the wodel which is ruu several times and to which are attached the probabilities
of being correct.

8. Improvement of estimates of the behavioral respouses of students.

As George Wenthershy pointed ont, continuous developnent of the model will
require updating and further refinement of the underlying ostimates of the
student responses to various sets of choices whieh they have. Thie only studies of
these respouses which we eurrently have were made dnring periods of sustained
eurothuent growth in the 1960s, but before the sharp expansion of the two-year
iustitutions and before the introduction ef student financial assistance programs
for low-income students. I uuderstand new work ls underway on these student
responses, in particular by David Muundel at Harvard.

4. Anothier modification of the model would involve nmaking refinements to
tuke into account how people differently situated in different areas of the
country might respond. As you pointed out, the Natioual Commission neces-
surily started with a national model; but it is known that the kinds of choiees
students cun make aud their likely respouses may well differ region by region

_or even state by state—given, for instance, the differing private-public mix of

fustitutions or the availability of two-yeur options us we move from eust to
west across the country, )

Iu addition, income is, but race or scx are not, taken into account explicitly
in the eiirrrent formulation of the model—and they should be, if blacks and women
cannot be assumed to respoud similarly te white maleg to different educational
options. . . .
8. To refine tite basis for making projections used in the model.

Projections of important wuriables in the model are currently nnde outside of
thie model and theu fed into it; We might want to examine the ways in which these
projeetions are made to see if they could be.refined. It might be feasible, for
instunce, to make the projectiong of enroltment.internal to the model and affected
by what happened iu earlier periods. ,

In addition, the essential projections might be linked more caplicitly to assump-
tions about the development of the general cconomy and the place of postsccondary
education among national prioritics. ¢

AMERICAN ASSOCIATION OF
Stare CoLLEGES AND UNIVERSITIES,
Washington, D.C., October 24, 1973.

FINANCING PosTsECONDARY Epucation: Tne Case ror Low-TulrioN
Punric Higuer EpucaTtion *

I INTRODUCTION : A STATEMENT OF PRINCIPLES

1. The American system of public liglher education is a precions national
resource. Since its beginuings almost 150 years ago, this network of land-granut
universities, state colleges, and community eolleges has grown so that it now pro-
vides nccess to millions of people—today, to ubout three-fourths of all college
students. S

2. Like our free public school system, of which it is a logical outgrowth, public
higher education is the envy and wouder of the entire world. It has eoutributed
enormously to our well-being, throngh researeli and public service as well as
instruetion, and it is today a principal hope for resolving mauy of the problems
wliich confront us.

3. The alternatives to low tuition proposed by the Carnegie Commission, the
: Comuuittee for Feonomic Development, and others rest in varying degree on
: shifting the financial burden of higher edueation to the student and his family.
For most middle-income and lower-middle-income students, and quite possibly
for low-income students as well, higher tuition meaus heavy horrowing, probably
at high rates, and large debts—or not going to college at all. ’

*This 1s a staff naper prepared hy the Ameriean Assoclatton of State Colleges and Uni-
versitles for the Nattonal Commission on the Financing of Postsecondary Tdueation.

1 TFor further discusston of long-term loans nnd loan bhank approaches, see Robhert W,
Hartman, Credit for Collene (New York: McGraw-HIlL 1971) : D. Bruce Johnstone, New.
Patterns for College Lending (New York: Columhin University Press, 1972); and John
P. Mallan, *Cnrrent Proposals for Federal Ald to Hizher Fduention,” tn M. D. Orwig,
F:tnancing Migher Iducation (Towa City: American College Testing Program, 1971), espe-

\)‘ “Ny pp. 311~-314 and 322-330. vy e
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" 4. No amount of rhetoric about helping low-income st’hdents,ﬂa\'ing private
higher education, or increasing student choice should be allowed to mask the

- effeets of high public college tuition and heavy debts on millions of Americans.

3. Increased student aid is not and cannot be a substitute for low tuition,
although it should be a supplement, Federal and state student aid programs are
subject to the annually shifting political and econontie priorities of federal and
state burenuerats, politicinns, and bankers. Lot tuition is « long-term guarantee
of uceess to higher education; student ¢id cannot be.

¢. Student aid alone cannot provide institutions with the resources needed to
plan ahead, to provide new instructional programs, research programs, and serv-
ices to meet changing needs. Institutional aid is necessary, both for institutional
stability end to help keep tuition down-—thus aiding millions of middle-income
and lower-middle-income students who are eligible for little or no student nid,

7. Student aid programs for lower-income gronps alone, combined with higher
tuition, would bring about a new and highly undesivable class diserimination in’
Anterican higher education. Well-to-do students would be able to pay their way
and graduate debt-free; lower-income students might also obtain a subsidized
education and gradnate without debts. Middle-income and lower middle-income
students would have to pay much more and take on large-scale debts after
graduation. .

8. Raising public tnition as a way to “help private colleges” would force
millions of middle-incomne and lower-income families to pay more and take on
debts, Direct institutional aid and studeut nid to private colleges is a far more
equitable way to help these institutions. ’ ’

9. In conclusion, it would be both tragic and foolish for the American people,
at this point in history, to abandon a century ot unparalleled snccess with low-
tuition public colleges for a dubious and untried systemn based largely on higher

_charges to students. .

The paper which follows develops some of these points in greater depth, and
also examines some of the arguments for and against raising tuition.

II. SOME ARGUMENTS FOR RAISING TUITION

Here are some of the most frequent arguments for increasing tuition:

1. Because present state taxes are often regressive, the burden of support
for public higher education falls disproportionately on lower-income families
which are less likely to send their children to college and therefore do not
“henefit.” Conversely, many upper-income families who benefit could afford to
pay more. :

92, Raising tuition would “male available” more funds for public higher educa-
tiou, which could be used to provide aid to lower-income students.

8. The most efficient way to aid lower-ineome stndents iy to give them direct
federal and state aid, while eharging everyone more tuition.

4. Some middle-income and lower-middle-income students now attend private,
higher-tuition colleges. If these students can afford to pay higher tuition, why
can’t other middle-income students do so? :

5. Raising tuition would decrease the gap hetween public aud private college
costs, and thus help private colleges attract more students.

6. Students should have more choice of the type of institution they attend.
They should not be limited to a low-tnition public college close to hiome for fiunan-
cial reansons, but should be able to go to a more expensive publie, private. or
proprietary school. But, because federal and state government resources are
limited, this choice is only possible if tuition is raised to obtaiu more overall
revenues, and if students are able to obtain grants or loans to go to any college
they wish.

7. Raising tuition will give the student more power over the institution. since
he will pay a greater share of costs. This will force colleges to bheconte more
responsive to student demands.

], Tt is unclear to what extent liigher education benefits the individual grad-
uate, aud to what extent it benefits society in general. To the extent that the
individual benefits, he should pay more.

TThere are other reasons for raising tuition, of course. The most frequent rea-
son in practice is simply that a.given Governor or state legislature is hard-
pressed financially. FHowever, an ad hoc pressnre to raise tuition in one state
in oune year—often by a relatively small amount—is very different from a
concerted nationwide campaign to raise tuition in all states.
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A great danger in the tuition controversy is that hard-pressed or fiscally con-
servative politiciaus at the federal or state level will seize upon dnbious theo-
retical justifications for raisiug tuition, as a way to balance their own budgets.

III. REBUTTAL: THE CASE AGAINST RAISING TUITION

‘Dealing in depth with the argmnents ug,mn':( low tuition ig uot easy. Bach calls
for substantial research and o alysis: but in nost eases adequate information is
nnavailable, fragmentary, or subject to widely varving interpretations, The mil-
lions of dollars spent on research by the Carnegie Commission and other govern-
mental and non-govermuental groups have mot provided the country with a firm
data basis for either accepting or rejecting many of the arguments minde for or
agaiust low tuition.

Given such uncertainty among research scholars. decision-makers should move
very cautiously in recommending radical chauges in a gystem which involves so
nany mitlions of people.

Fiere is a rebuttal of each of the points made in Part I of this paper:

1. Regressivity of state tax burdens.—Scholars sneh as Dr. Joseph Pechmanr,
Tsivector of Economic Studies at the Brookings Institution, have raised serions
doubts abount the charge that low-income families mee bearing a dispropartionate
part of the costs of public higher edueation, Dr. Pechman helieves that, on the
average, lower-income people receive greater direet benefits from publie higher
edneation than the taxes which they pay.?

The Cnrnegice Commission veport, 1[1_//11(-1' Edyceation, Who Pays?, makes n sinmi-
lar point on pages 43-47. The Commission points out that while lower-inconie
families which do not send n student to publie colleges do not receive a direet
subsidy, those who do receive a considerably larger subsidy thau the taxes which
they pay.

Some further points about the problem of regressivity :

Today, federal, state, and ingtitntional programs are making a mu]m effort to
attract more low-income and minority students—with eonsiderable snccess. As
more such students go to college, part of the existing regressivity will be
eliminated.

To the extent that mgle\snm is scen as an inequity, it should be corrected
by changing the tax system, rather thau chiarging higher tuition to all sludonts .

College graduates pay higher federal, state, and loeal taxes. In this way, thost
college graduntes repay the snbsidy they rveceived in the form of low tunition,
Many of them repay it several tines over,

The absolinte amonuts paid by many low-inecome families ns taxes used for
public higher education are small—in many states, probably ouly a few dollars
per year.

Low-income families benefit from public higher edueation even if theh- chil-
dren do not go to college. Public colleges train most of the teachers, socinl work-
ers, health professionals, bnsinessnicn who create jobs, nud n llosr of othoers
whose work helps the poor in many ways.

Lower-income families benefit greatly from the jncreased willingness of college-
edieated middle-class 1)00[)10 to support social and civil rights programs which
benefit. the poor. This is showu very ¢learly in nu importaut Carnegie Comniis-
sionr ot the social benefits of higher e(lm'ntmu, a study which has not received
the attention it deserves—Stephen Withey’s A Degree and What Blse?!

It is not necessary for cvery public service to benefit évery inecome group pro-
portionately, in order to have overall equity. While lower-iuicome pcople as a
group may pay more in tnxes than they receive as participants in public higher
education, they also receive more benefits from other programs than they pay
taxes for. This is nuquestionably trne for public welfare and elementary and
secondary edueation, and to some extent for publie healtth serviees, publie hous-
ing, muy wmany other government programs, .\ ronlistie ]nchuo of taxes and
henoﬁtq shonld show the flow ‘Qf all goverunient benefits to each income class,

“YMaking available” more™resources for poor students—This avgnment is
lmsod on the serions misconeeption that incereased tnition revenues will somehow
be “recyeled” to provide student aid for-the poor. This is shimply not the way the
system works in most states, Sueh fuuds usually revert to state or local treas-

2Joseph A, Pechman, “The Distributional Effects of Puble ITigher Fdueation in Cali-
fornin,” Jowrnal of Inonan Resonrees, b, Summer, 1970,
3arnecie Commission on Higher Rduentlon. Tigher REducation: Who DPaps? Who
Bcnvﬂts’ Who Should Pay? (New York : MeGraw-Hill 1973). Lo
4 Stephen B. Whithey, A Degree and What Flae (New 1ork. MeGraw-Hill, 1971).
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uries, where they may be used for auy govermmneut purpose. Iveu when the
institution is allowed to Keep the fuuds, the legislatnre will take uotice, and- is
likely to subtract themw from appropriations. Further, even if a particular state
passes a law carmarking increased tuition revenues for stndent aid, there can
be no guarantee thiat the next state legislature will eontiuue the comntitient.

8. Using student uid to make up for tuition increuses~—Both the Caruegie
Comiuission and the Couuittee ou léconomie Developuent report seem to believe
that tuition inereases—voted ou separately by 50 state legisiatures aud by
nundreds . of lociul coutmunity college distriets—can somehow be “coordinated”
with inereased federal aud state student aid, in sueh a way that student aid
grauts will make up for tuition increases, for very low-incowe students.

Middie-income and lower-middle-income stndents—with family incoues as
tow as $10,000 in some plans—would not receive grants adegquate to offset tuition
ilcreases; thiey would have to pay wore and probably go into debt, aloug with
all students with faily incones above thie wedian, 1ow around $11,000.

All federal student aid prograius have been funded far below the level of need
in the fifteen years siuce the passage of the original Natioual Defeuse Student
Loan Program. Present student aid programs are inefticient and ineqnitable in
many ways: winy states do uot get a proportiounte share of available funds;
sonie eolleges within each state do 1ot receive a proportionate shure; funds have
become available too late in the year, becunse of politieal aud budgetary con-
troversies; federal regnlations, guidelines, and procedures have involved iu-
ordinate delays and resulted in great coutusion and red tape.

Further, studeut aid programs have been the target of various “hiddeu
agenda” plaug to do away with aid to all students except the very poor, aud
force wost studeuts to rely on expensive high-iuterest loaus. :

Indeed, at least oue prowiunent econowist aggociated with the high-tuition,
large-student-debit approach has publicly recoimnended that the uew gtate schol-
arship inceutive program be nsed as a device by which the federul governmeut
cau pressure state legislatures to raise tuition in the 50 states!®

These policy shifts and burenucratie delays in student aid prograins have
invelved many different players in the political gume—Office of Idncataion
bureancrats, bitter oppouents of low tuition in soue high ecouomic and fiscal
planuing offices iu the federal govermuent, OMB oflicials attewpting to cut the
budget in auy wiay possible, and others. These shifts Tilave not been Mmited to
one adwinistration, but involve years of coutroversy under Presidents Eisen-
hower, Kenaedy, Johnusou, aud Nixon.

To the burcaueratie iu-fighters ou student aid ust be added the varying
political factions in both houses of Cougress and both political parties, ou the
Bducation and Appropriations couunittees. Individual personalities on  the
Coungressional conunittees and their staffs have also influenced the direction
taken by student finaucial aid prograis.

Finally. thiere are the bankers—the private lenders wio are esseutial to any
private loan prograwn like the Guaranteed Student Loau Program. Uhe bankers
own fisenl priorities, their willingness to lend to students, has varied over time
witlh the wouey market, the overall econowic situation, aund other fuctors.

Given this political and econouic melange, with the furthier political nncer-
taiuties whiel affect 50 state legislatures and 30 Governors, there is no way that
the Caruegie Cowniission or auyoue else ean guarantee “inagic mouey maehine”
in which tuition ean be raised with the assurauce that adequate student aid
fuids will be available from year to yeir.

T.ow tuition, agaiy, is a far nore stable guarantee of education:nl opportunity.
AASCU believes that student aid should also be available—espeeially in the form
of grants, work-study and low-cost NDSEL loans. Bat AASCU bhelieves it is
dangerous to rely on the proutise of studeut aid as a way either to hielp stu-
dents or to provide adequate resourees for institutions.

4. Can middle-income students afford private Tigher education?-—A mewmber
of the Natioual Counuuission ou Financing ostsecondary Bducation has referred
to Census daton which shows that a substantial percentage of the students attend-
ing private colleges, especially four-yvear colleges, are from middie-<ineowme aud
lower-middie-income families. The implication of this data, to him seems to be
that liigh tuition lias not been a barrier for college attendance for mauny middle-
incoule students. it

% Robert W. Hartman, ITigher Education Subsidics (Washington : Brookings Xnstitution,
1972). pp. 481-484.
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It is difficult to deal in depthl with this question because there is very little
detailed information from the Census or elsewhere. on income class and college
attendance. However, here are some points :

The samme Ceusus data show that a large majority of middle-income and
lower-middle-income students attend public colleges. The fact that some members
of the group are able to afford private colleges does not “prove” that ail of them
can. .

Such aggregate data do not show the actual cost of attendaunce at such colleges
for middle-income students. For example, many students, especially in the urban
Northeast, may be comnmuters; it may be little more expensive for them to
commute to a private college than to pay residential costs at 21 publie college.

Muny students at private colleges receive substantial student aid, from institu-
tional sources as well as public sources. One estimate is that private colleges may
be spending cight times as mueh institutional aid per student as publie colleges.
This would bring the cost for many students down substantially.®

Such Ceunsus data do not indicate family assets or ubility to horrow. Some
nriddle-inconie families may have substantial assets or saviugs, or better credit
than other faniilies at the same level. :

Census data based on the family income of dependent students are not relevant

. to the problems of students who are largely self-supporting, older, often married,
working, and attending college on a part-time basis, A Iarge and growing number
of students at urban community colleges and state colleges fall-into this cate-
gory ; they are lieavily dependent on low tuition. -

A number of factors other than tuition obviously affect college attendance or
non-attendance at each income level. Oue factor is geograplic usccess to college,
and commuting costs versus residentinl costs. Another is college admissions
policies ; for example in New York City many more middle-income students are
attending public cnlleges since thie open-admissions policy was adopted. Other
factors include academic ability and motivation—some academwically able low-
income and middle-income students win scliolarships to private colleges. Other
cultural and motivational factors affect the choice of a college by a student or
liis parents; for example, soie religiously motivated parents may make unusual
financial sacrifices to send their children to church-related schools.

In short, tuition alone may uot determine whether a middle-income student will
attend a public or private college, especially in thie urban Northeast. In many
parts of the country, however, the public college is the ouly financially feasible
choice.

- AASCU continues to believe tiat higher tuition would bar many middle-income
students from college, or force tliem to take out expensive loans. .

5. The “tuition gap” —To AASCU, the weakest and least justified argmunent
for raising tuition is to “make private colleges more competitive.” This is a
recommendation to tax the 75 percent eurolled at public colleges to help the
25 percent at private colleges—to place a large tax and large debt upon six
million students, many of them middle-income and lower-income, to help col-
leges enrolling 2 million students—some of thiem quite well-to-do.

Private higher education is concentrated quite heavily in the Northeast and
Middle Atlantic states and a few other areas. ‘This policy, if carried out uation-
wide, would require middle-income stndents in Florida, Texas, and California to
be taxed more heavily to “help” private colleges in Massachusetts and New Yorlk !

One AASCU President has suggested that this policy is “like raising the
price of chuck, to make sirloin more attractive.” PR

There is an alternative. AASCU and other associntions representing public
higher education hiave worked consistently over the yvears for federal programs
which benefit private colleges as well as public colloges—student aid, programns
for the disadvantaged, graduate fellowships. facilities construction. institutional =
aid. To tlre extent that private higher education should be supported with federal
funds. this kind of direct assistance is far more equitable than simply taxing all
stndents at publie colleges. “

6. Student choice—Some commentators say that equality of edueational onpor-
tunity means that students must have a choice of several or many public, private.
and proprietary colleges, and not simply access to one or a few low-cost public
colleges.

ey

% These estimates are hased on John D. Millett, Financinag Current Operations of Amer-
ican Tllighc‘:)r Education (Washington: Academy for Edueatlonnl Development, 1972).
D. 5, Table 2.
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This. viewpoint is taken, for example, in the College Entrance Examination
Board report, Toward Equal Opportunity for Higher Education,” which takes the
position that low-income and especially minority students in particular should
have access (through large grants) to more expensive universities and not be
“forced” to go to “lower-cost” publle colleges.

‘There has been some discussion on the part of the members of the National
Commission on the Financing of Postsecondary Education about this same poiut.
Some members have talked of the necessity of “e tradc-off between access and
choicc”—for example, putting less federal gnd state dollars into access at low-
tuition public colleges, and more into student aid to help students go to more
expensive colleges. One implication is that if there is not enough additional public
money for institutional support, public colleges will have to charge higher tuition.

For most students except the very poor, such. a “diversity of choice” plan is
likely to mean simply an opportunity to borrow more nioney at higher rates.

AASCU believes that the resources available to higher education can and will
be expanded in thie decades ahead. The American people should not accept the
argument that tuition must rise in order to expand “chioice.”

1AASCU also believes that federal and state governments sliould consider very
carefully the extent to- which public funds should go into making it possible for

A . students to attend very expensive institutions, whether private, or proprietary,
e particularly if funds used for this purpose are taken away from public colleges,
resulting in higher tuition.

7. “Student power”—The view that students should have more power over
higher education—anud that they will have it if they pay more—has won some
adhierents in recent years. Some of the more radical critics of higher education,
still waiting for the “greening of America” which student power is supposed to
bring, have used this as a reason for high tuition and large loans. )

There are at least two strong argunents against this point of view. One is that
most higher tuition-plus-student-loan plans would lead only to thie student paying
a somewhat greater share of the instructional cost. Students in this situation
would have all the disadvantages of high tuition and larger debts—but none of
the presumed advantages of really “controlling” the institution.

The stronger argument is that while students might like greater control over
the educational process, very few believe that they should pay for it with much
larger debts. Tliey do not want to begin their early post-college years with heavy
debt repayment schedules—nor do they wish their spouses to be burdened with
such debts. Most would also be unhappy at a situation in which the well-to-do
and some of the poor avoided debt, but no one else did. .

Most students also believe that a greater share of the Gross National Product
should be devoted to higher education subsidies, and that tuition should be kept
low. : .

8. Social benefits versus individual benefits.—After spending some six million
dollars in six vears and involving what were purported to be some of the best
minds in America, the Carnegie Connnission was unable to come up with a way
to quantify the benefits of higher educatiou to the individual or to society. It was
their general conclusion that since the individual and ‘his family now pay about
two-thirds of the cost, and the individual keeps about two-thirds of the additional
income result from college (the rest going to increased taxes), the present fuuding
pattern is generally an acceptable one. Nevertheless, they urged higher tnition at
publie colleges. .

Several recent books and articles make a very persuasive case that the social
benefits of higher education are very great, and that this justifies keeping tuition
as low as possible. The reader is referred to articles by Howard R. Bowen and
Paul Servelle, and toa Carnegie study by Stephen B, Withey. All of these publica-
tions deserve much more attention than they have so far received.’

IV. CONCLUSION: SOME PUBLIC POLICY IMPLICATIONS

1. Both federal and state policy makers should seek alternatives to higher
tuition and larger student debts. These alternatives nust include adequate
student aid programs as well as adequate support for institutions.

7 College Entrance Examination Board, Towaerd Equal Opportunity for Higher Educa-
tion (CEEB : Princeton, New Jersey. 1973).
8 Carnegle Commissidn. op. cit.. pp. 3-4.
°\Withe¥, op, cii.: Howard .R. Bowen. “Finance and the Aims of American Hicher
“Edueation,” in M. D. Orwig. op. cit. : Bowen and Paul Servelle, Who Benefits from Higher
flducagi%z)—and Who Should Pay? (Washington : Ameriean Association for Higher Educa- |
jon, 1 . ' ,
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. Student aid policies should emphasize grants, work-study. and low-interest-
.1te subsidized loans ualong the lines of the National Defense Stmlcut ,,Lo.m
Progmm
3. Federal and state policy maukers should review very eautiously :111 proposals
for loug-term student loaus. eoutingency repayment. and loau banks, as well as
any chianges in the Guaranteed Loan Prograni, to be sure that they are not hased
on “hidden agenda” plaus to shift public college students to higher tnition and
larger debts. The same is true of efforts to use the state scholarship incentive
prograui, or any other federal program, as a way to pressure the states to raise
tuition.
AMERICAN ASSOCIATION OF
STLTE CoLLEGES AND UNIVERSITIES,
Washington, D.C., May 7, 197).
Hon. Jou~ DELLENBACK, :
Longicorth House Office Building,
U.8. House of Representatives,
Washington, D.C.
Dgar Jouy: I am writing in respouse to your letter of March 6, which invited

" AASCU to comment ou the report of the National Conunission on the Financing

of Postsecondary Education.
I euclose an AASCU staff report wlicl comuients on gomme aspects of the report,

partienlarly on the analytical model. See also the attaclied counnents of Dr.

Lynian Gleuny, whiclh lie has made publie.

~ We are very much aware of the hard work and dedicafion which “you and
tlie offier members brought to the work of the Commission. We are particularly
impressed with the Comunission’s eall for the establishment of a better data
system, o1 a permanent basis, for higher' edueation. We hope that soimne nechanisn
can he developed, either in tlle Office of Edueation or elsewhere, to m.ll\o this
possible.

In this connection, we huave Deen interested in tlu\ pm]msal in the curreut
Senate bill on elementary-secondary education to elevate the Nationul Center ou
Educational Statistics to the same level as the Office of Edueation. This wmight
help the Congress and tlie public to work more closely with NCES, to assure
its doing a better and more up-to-date job of data colieetion and dissemination.

If we can be helpful as you and other members of Congress cousider next steps.
please let us know. We are taking the liberty of sharing these materials with
others who may be interested.

Sincerely,
’ Anraxy W, OsTaR.
Enclosure.
May 1, 1974,
M

STAFF PAPER ON THE REPORT OF TIIE POSTSECONDARY FINANCING (OMMISSION

The reeent report of the Natioual Commission on the Financing ot Tost-
secondary Education is an impressive attempt to bring togethier data and analysis
for a fresh look at the financing of postsecondary educution in the United
States.

Tlie report has now been extensively aualyzed by the Uuited States office of
Edueation, by mauy higher eduecation associations. aud by a number of individ-
uials. Yet there is still need for furtlier analysis by specinlists—Iliter: 1]1\, a1 page-
by-page review of data, assumptions, aud methodology—it the report is to serve
either as a basis for decision-making, or as a uwtlmdologu-al m()del for further
research efforts.

To our knowledge. few specialists’ iu educational researeh or aualytienl models
have yet aunualyzed the report. Soute wlho have, ]i]\e Dr. Lymau Glenuy at the
Tuiversity of (aliforuia, have been very \l\eptu- (See his attached report of
Fobruary 12, 1974, to the Bdueation (Counission ()t the States.)

Those who support the principle of Tow tuition at publie colleges have particular
reason to he coucerned abouf the model, since several of thie generalizations which
flow frowm it, and which have been widely, puhllcl/e(l cau be interpreted as ques-
tioning the value of low tuition.

Here are some specific comnents ou the report. .

I. THE ANALYTICAL MODEL

The comments cited hy 1. Reed Saunders, Deputy Assistant Connuissioner at
lﬂle Office of Education, and ¢uoted in Conunissioner Johu Ottina's statement of
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April 8 to Cougress, sum up the donbts which marny observers have-anbout the

model. See for example the following sentences : : P
The model was improperly nsed to examine the envolluent and costsimpact
of large changes iu uet charges to the student without any caution to the
reader of the report . . . The description of model purpose, structure, Hita-
tions, input data, and outpnt results did not meet standards for publication

in a professional journal.

Similar comments are made in a’February 12, 1974 report by Dr. Tyman Gleuny,
Director of the Center tfor Research and Development at the University of Cali-
fornin, Berkeley. In a report to the BEducation Commission of the States, Dr.

© Glemy raised doubts about the data upon which the model was based, the

“liternlly lmndreds of assumptions and avbitrary adjustments” which must be
made in such a model (few of which are explained in the report), the mathema-
tical techniques used, the particular enrvollment projectious, the ignoring of a
downturn in college enrollment over the past several years, and other factors.

Nevertheless, as Dr. Glenny points out, the report then provides “generaliza-
tions” about student aid, tuition, enrollment, institutional aid, and’so on, drawn’
from this “simplistic mathematical model.”

Some supporters of the report have stated that the model is intended only
as an exawmple of a new tethodology, a new dpprouch to ‘determining the eftects
of higlier education financing, wore sophisticated than existing approaches, Had
the report bheen a purely scholarly exercise in methodotogy, so identified (and
with all of the assiumptions, data sources, and so on cavefully spellted out), there
could be no criticism. But the report linked the model to generalizations which
bear divectly on policy-making and which may well inflienee federal or state
policy-makers. 1t is for this reason that such serious doubts have been raised.

1. Radner-Miller and college choice—The report does not ctearly identify the
principal source of the researeh npon which the model and generalizations are

ased. 1t is apparently a single article by R. Raduner aud I. S. Mitter, “Eco-
nomies of Kduneation: Demand aud Supply in U.S. Higher Education: A Pro-

gress Report,” American Ieonomic Review (May, 1070), pp. 326-334.

The same article anlso appareutly servesas the priucipal basis for a second model,
Being developed by NCHEMS with Office of Kducation funding. A similar model
is being developed by RAND Corporation with National Science Foundation
tfunding, based so far on similar data, but not on the Radner-Miller analysis as
such. . :

TTherefore. n very careful analysir. by competent specialists of the limitations
of Radner-Miller and shmilar approuches is needed for any layman who attempts
to nnderstand these models,

The Radner-Miller research is an attempt to deterine the reasons why certain
students chose to o to certain educational institutions, based on data collected
by the SCOPE project in 1966 in four states; California, Massachusetts, North
Carolina, and-Penusylvania. 1t should be emphasized that in 1966 federal student
aid programs, except for the National Defeuse Student Loan program, had not
vet pot ‘underway, there were few state student aid prograws, the TRIO pro-
grmny were just beginning and there had not yet been a serious effort in most
states to attract minority students. Further, many states (including Massachu-
setts, North Caroling, aud Pennsylvania) had much less well developed systems

_of commmunity colleges and comprehiensive state colleges than is now the case,

tuitions were nniehl lower in both the public aud private sectors, and the draft
was just beginning to atffeet enrolhnent patterns.

Tor these and other reasons, the use of 1966 data is questionable in muking
generalizations about 1974, or projections to 1980.

Further, the whole “science” of why aund how students select certain colleges,
ol'il(,l,e(v'i(le to go to college at all, is in a very primitive ctate. It is onr strong im-
preggion that most.students aet with. very imperfect consumer knowledye of the
alternatives open to them. They choose o college on the basig of vagne impres-
sions gathered frowm their parents. peers, teachers, and others. They may be un-
aware of wmany altérnatives open to them, This appears to be trie even for chil-
dren of well-educated and professional parents, and much more true for children
of working-elass, poor, and minority families.

Tudeed, a recent stndy of proprietary and public postsecondary education by
Wellford Wilms of the Berkely Center for Researeh and Development in Higher
Bdueation found that more enlturally disadvantaged students were more likely
to attend a high-cost proprietary school rather than a low-cost public com-
munity college offering the same courses, when both were available—uacting
against what night be presumed t2 be their economic¢ iuterest,
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Wilms found that disndvantaged and minority students, including many who
had done poorly in high school and/or dropped, often chose the proprietary
school, while wk .e students who.had doue better in high school often chose the
community college for technical and vocational courses.

One reason for choosing the proprietary school appeared to be poor consumer
knowledge of alternatives. Those who niade thix choice were likely to hiave gotten
their information about the school from the Yellow Pages or late-night TV com-
mercials, while those who chose the community college were often advised by
their high scliool teachers and guidance counselors. Wilms adds that there were
other factors—for exanmple, many disadvantaged high school students were turned
off by public high schools and carried this attitude over to public colleges.

Nevertheless, the Wilms study indicates that “real world” clioices of college or
post secondary school may be very complicated, and that simple explanatious
based on rational economi¢ choices are probably in error. Many more studies of
college choice are needed, by higher education specialists and social scientists as
well as economists and systemns analysts—before we can state with assurance the
reasons studetits -choose particular colleges, and the immportance of financial con-
siderations in their choice.

2. Imterchangeadbility of tuition and stu(lcnt aid—The model dbsllln&b (page
235 of report) that changes in student aid can be treated like changes in tuition.
It is by no means certain that this is so in the real world. Tuition levels tend to be
established for relatively long periods of time, and to be easily perceived by
potential students, their parents, and their teachers. Student aid, on the other
hand, is subject to the annually shifting priorities of federal and state officials,
legislatures, and pnvate lenders—and to fluctuate gxeatly in amount and .form
‘over thie years. It is not at all clear how students percel\'e the availabiliy of
student aid.

Experience with a long-term system of low tuition or zero tuition, like that in
California, indicates thiat a very large proportion of students, including many
older-people, will continue their education when they clearly perceivc that this
system is available to. them. Experience with the Vietnam-era G.I. Bill (not
referred to in the report) indicates that college-going, even with a grant of $220
per month, varies greatly from one state.to anothier, depending on the tuition
charged in the state and related factors. (The present G.I. Bill grant of $1980 a
year is much higher than the projected maximum BEOG grant of up to $1400
for the poorest stndents, but not more :than one half of college costs. Yet even
with this grant there is great variation by states in college going, related to
tuition.)

3. Alternatives to student aid.—The report concentrates on the use of increased
student aid to encourage more students to attend college. There is some discus-

. sion of the need to avoid early tmckmg of high schiool students as a way to en-
courage college-going, though this is not emphasized. But there is no discussion of
programs like TRIO—Upward Bound, Talent Search, and Special Services for

= the Disadvantage—as a way to encourage more low-income and disadvantaged
students to go to college.

Almost all nuthorities on tlie disadvantaged emphasize that low family income
per se is not the only reason why students fail to continue their edueation. A
cluster of reasons related to discrimiunation based on race and sex (a much
smaller proportion of qualified women go to college than men), parental and peer-
group attitudes, poor elementary and secondary education and guidance coun-
seling, suspicion of “establishment” or “white-oriented” institutions such as
high school and college, all play a part in the decision of many lower-income and
minority students not to continue.

Undoubtedly, financinl aid—through low tuition as well as student aid—is one
principal and essential way to encourage students to continue. But the model
places all of its attention on the financial incentive, on additional increases in
aid as a way to “lure” more students (to quote cominents made at several Cow-
mission meetings). This approach also leads to estimates whiclr would require
extraordinary public expenditures to achieve modest increases in cmollment as
will he shown below,

Student aid (and low tuition) appears to be a “necessary but not sufficient”
way to attract minority students. It is quite possible. for example, that an iuere-
mental 50 to 100 million dollurs might better be used, not in additional student
aid grants, but in expanding and improving the TRIO programs and helping
support similar programs established in some states like New York and Culifornia.
This key question is never raised in the report.
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4. BEOG versus SEOG: the ﬂat grant approach versus the collaac-bascd aid
approach: The model's approacly, increasing enrollmment simply by mcreasmg the

-grants available, has a very important side effect: a small increase in totu.

enrollment requires @ very massive increese in student aid.

-This has m(uor consequencee not only for the model, but for a key question
before Congress in 1974 and late: years: the extent to whlch student aid should
be based on direct cntitlement grants like BEOG, or on dtscrctzonary college- -
besed aid like SEOG.

‘This particular point is best made by reviewing a commentary on the report
by Dr. George Weatliershy, who served as Associate Director, in a paper given
at a U.8.0.E. conference at Marco Island, Florida on February 17-18, 1974. To
quote Weathersby, givirig an example of the imipact of aid :

However, $2 billion in additional need-based grants would increase low
- income enrollment by about 6% -in 1980 (approximately 200,000 students)
costing about $10,000 per additional student, which is surprising.

Congress and the taxpayers might well raise their eyebrows at the suggestion
that $10,000 per student should be spent in aid funds to attract additional stu-

dents; when the actual cost.of instruction for each student might vary from

$1500.to $3000 per year, and when a student can now attend Harvard or Stanford
for $5000 a year.

. But the “$10, 000-per-student” figure is actually based on an assumption wlicl
sho“s some of the limitations of modeling—and, more important, some of the
problems of a BEOG flat-grant system versus an SEOG college-discretionary
system. Congress, in reviewing the future of BEOG and the college-based aid
programs, should be aware of-sucl: assumptions

The assumption made in the report is as follows (using hypothetical ﬁgureq)
If—say-—one million students will attend college with an average BEOG-type
grant of $1000, we might hope to attract another 200,000 students if we raise
the average grant to $1500. However, because BEOG-type grants are based on an
entiflement formla related to fannly income, we cannot simply pay special
grants of $1500 to the additional 200,000 students we seek.

Instead, we will have to increase the average grants for the one mllhon aided
students altead}/ in eollege from $1000 to $1500, as well as giving $1500 grants
to the 200,000 additional students we seek. s

Thus the wtal additional cost of this program to the government will not be

,000 times $1500, or $300 million. Rather, it will be 1,200,000 times $1500-—
or 31 8 billion!

There are ways to avoid spending such astronomical sums to attract more
students into the system. In addition to utilizing programs like Talent Search
and Upward Bound, and othér approaches to recruitinent through high schools,
parents and the community, the govermment can continue to utilize diserctionary
programs such as SEOG—which give the individual college the authority to
tailor grants to particular situations, rather than giving all students a flat
grant based on income. Then, individual colleges could choose to give certain
students $1500 rather than $1000 based on individual circumstances—without
g..wmg all federally aided students $1500. . -

5. Institutional aid—One of the most controversial genemllzatlons in the
report appears on pages 316-318, and is related to Table 7-11 on page 317.
This states that if institutions were to take large numbers of additional federally
aided stndent:, they would need only a iminiscule increase in imstitutional aid
per student in order to make up the additional 'instructional costs.

The fignres given aré as follows: If $1.2 billion in additional student aid
is made available by 1980, public four-year colleges would require only $37 per
student aided, and private colleges would require only $120 per student aided.

These estimates are in direct contradiction to figures which appear on page

234, based on HEGIS data, whicli-show that the average instructional cost per
student in 1971-72 ranged from- $1533 at the lower division of public four-year
colleges to $3020 at the upper division of a private four-year institution. Sueh
costs have already sharply increased for 1973-74, of conrse, and will no doubt
be much higher in 1980. -

The estimates of $37 and $1"O are apparently based on dividing the estimated
increased institutional cost incurred by adding these students not by the
inereased number of students aided. but by the total of «ll students aided, includ-
ing those aided befére the $1.2 billion was made available.

This caleulation results in the ludicrously low estimate for additional insti-
tutional aid needed per student. On the other hand, if wé sinply assume 2 large
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deficit for cach studeut in eollege already—whether or not federally aided—
there. will be a similur deticit for edeh additional stndent admitted.

Thix point ean be illustrated by the following example. Assume that a publie
four-year college charges entering freslhimen $3500 tuition, bnt that it costs the
college $1500 per student for instruetional costs. Thus, the college runs i
deficit of $1000 per student, ’

Also assume that this college has alveady adinitted 1,000 federally aided
students, ench of whom carrvies a deficit of $1,000 to the institutions.

This figure does not include any special costs for edueationally disadvantagey
\rmleuts some of the federally aided students will fall into this catsgory.
Estimzl.%@s from federal and institutional sources indicate that colleges may be

" spending as much as $700 per student per year for special serviees for the
disadvantaged, in addition to the regular instructional costs of say, $1500 per
student per year.

The federal government then inereases student 'k, so that the college is able
to admit another 100 federally aided students. Connnon sense would suggest {har
each of these 100 students costs the college another $1,000 in instructional costs,
so that the total additional instrnetional cost is $100,000, which must be made
up either by the taxpayens, by raising tuition for all students, or by federal
institutional aid.

However, the report apparently makes a very different ealculation, dividing -
the estimated additional cost not by the 100 additional studénts admitted, but
by the total of 1,100 federally aided students—including those .1lu-al(1v in the ..
eollege. In this way, the report arrives at a far lower cost per student.

This caleulation is of more than theoretieal interest. The higher cducation
community has been asking Congress for several years to fund the cost-of-edu-
ation seetion of the Bducation Amendineuts ot 1972 (Section 410 of IM.T. 92—
318)—on the grounds, accepted by both the Coungress and the administration in
1972, that each additional federally aided student is an additional cost fmposed
Ly the federal government on the mshturu)n, and that the govermmuent should
bear a share of this cost.

Institutional aid receives very little attention in the report, which is focused
largely on student aid. The low figures developed in this part of the report throw
further doubt on the need for institutional aid, on the basis of ealcul: m(ms which
appear to us to have no relation to reality.

6. Other criticisms—~—Other criticisms can be made of the model and tho gen-
eralizations surrounding it, although in many cases not cnough 1nfunn.1hon is
available. To give a few examples :

Ou page 902, the report states that the model assumes that most student grants
will go to students from families with an annual income of $135,000 or less. At
anything like the present level of BEOG funding and using the current fmmily
contribution schedule, ‘or “anything like it, few students from families with
incontes over $7,000 and alimost none with incomes over $10.000 will receive vory
mueh aid. It is not clear from the presentation whether the model over-states
the extent to which middle-income and lower-middle-incoue families would be
aided in attending college. It appears that the model may over-state assistance
to such families. .

On pages 259 ff, the nssmnptmns made in the eight plans are not spelled out
clenrly enough. nor the extent fo which certain plans agree with the (LD,
Carnegie,~and Representative Bdith Green 1972 veeommmendations. I'he report
also does uot make it clear the extent to which Tlan I ealls for “full funding”
of which titles of the Higher Education Act. Ouce again this makes it (llﬂl(‘ll“‘
for a reader to judge the usefulness of the report to poliey-niakers.

The various plans looked at in the model are based on reallocations of the
saume amount of money—in other words, by redncing student aid bhut at the same
time inereasing tuition, or otherwise holding the total mmount of money in the
system constant. This may make sense tor analytical pmrposes, but is not what
most policy-makers would advocate in the real world—rather, many would
advocate adding to the total pie, inereasing federal aid to students :m(l/m institu-
tions but not reducing the state or private contribution—or adding to student
aid but not increasing tuition. This makes a great deal of difference in the
outcomes.

The model does not deal with part-time students. which today mclmle millions
of older people, minority group members, women, people from lower-inconie and
working-class families. Again, eliminating part-time.students may make sense
for analytical simplicity. But it would be most unfortunate if policies were to
result from the model which would raise tuition and adversely affect the educa-
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“tional cliances of these witiions, This is a particular concern for many conununity

colleges and state colleges, which may euroll more patt<time than full-time
stndents. But it affects almost all iustitutions, publicutitdoprivate.

Phe model does not deal with loans, or with college-work study. The student
aid ealculations are based entirely on a grant systeur like BEOG, and, as we have
geen, do not even allow for college diseretionary prograus like SKOG, or for
TRIO-type programs. Wo may ot have the duta to make ealenlations about the
effects of loan and work-study policies, put this limitation should have been
pointed out move clearly.

Further researell into loans and work-study is badly needed. This is particularly
true since it is very donbtfnl that loans can simply be substituted for grants or
low tuition—that it can be assumed that just as many students from each income
class will go to college if they must take out expensive loans rather thau receive
grants or tlie benefits of low tuition. .

Otlier studies, like those made by CED and Crornegie, have been justly criticized
for apparently ignorving elasticity of demand—ifor seelning to assume that demand
will not fall off if tuition increases and many stndents must take out toans. This
report shows an awareuess of elasticity, and poiuts to a deeline in enroliment
as tuition increases, based on Radner-Miller and other studies. But it does not
give this problem very much attention.

What has been said above should not be takeu to discourage the furthier explor-
ation of wodelling as an approach to the problems of financing higher education.
But it certainly should be taken as a enution about-the use of such models with-
out much elearer eaveats about their timitations. '

Tle use of modelling in economics Lias so far demonstrated its limitations. Even
with far better data and many more years of research by a lurge and highly
skilled group of professionals, economic models have had very limited success
in predicting most of the economic developwents of recent years, or helping
policy-makers to avoid wmsjor problems. Since modelling in high education is
very uew, based on limited data, and so far Lias involved very few professionals,
it is not surprising that it has limitations. Again, theve is nothing wrong with
this ns loug as 1o one assumes that the model used in the report, and the data
and research upon whick it is bnilt, ean give us immediate, relevant information

for federal policy-uiakers in 1974 or 1975. :
II. COMMENTS ON FINANCIAL DISTRESS ANUD ON 'PHE COSTING RECOMMENDATIONS

This staft veport does not go into these problems. The comnreuts made by
Commissioner Ottina and by spokesmen for several associntions, appear to cover
these topies very well,

Briefly, a system based on unational reporting of costs per student ignores
many differences between types of institutions and programs, and eould lead

to efforts on the part of the federal goveruneuts or stute governments to foree

different kinds of iustitutions into a systemt of spending the same awmount of
uoney per student, regardiess of differences in the institutions.

The chapter on finaucial distress appears to us to lead to conclusions con-
travy to those in the report. Many of the data reported indicated that both
public and private iustitutions are in serious trouble, and that the situation

Cmay be worsening. This is partly beeause of the decline or leveling oft of eu-
3 rolhwent at mauy colleges, wlich tlhie veport apparentty does not deal with.

IIT. OTHER COMMENTS

As alveady stated, the eutive rveport needs a areful page-by-page review by
specinlists in data and anulysis. To give a few more examples:

1. Page 25—This page says that the inerease in eollege-going over the past
two decadeg is largely due to an incrense in the percentige of the age group
going to college. This raises ut least two (testions t is this trend eontinuing?
and arve present federal prograns liaving a nujor effect on access? -

Tn response to the first point, Drv. Gleuny’s paper uotes that the perceutage of
graduates going on to eollege has netundly been declining in the last fow years,
for a variety of reasous. This apparently began awmong whites, but ACE data
for fall 1973 found that the pevcentage of minority studeuts soiug on also. de-
clined over the previous year. '

2. Payes 2627 —These pages point out that while there has heenn a1 modest
increase in thie enroliment of students with family incomes below $3000 in the
past five years, there has been no iuerease in the $3000 to $7500 group, and a
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decline above that level. The report indicates that federal and other programs
reaching the disadvantaged muy have helped the very low-income, but may
not have reached enough of the $3000-7500 group. (Of course, without federal
aid there would probably have been a greater deeline in this group.)

Such data indieates that more student aid is needed, but also helps to make
a strong case for continuation of low tuition, espocl.nll\ for working-class and
middle-class students often ineligible for much student aid. Dr. Glenuny in par-
ticular feels that rising college costs have helped discourage some students even
from attending public colleges.

3. Page 34.—The report appears to accept rather uneritically the Newman
report figures on the large mmmber of students dropping out of college. These
figures have been severely criticized by the American Council on Education as
inaccurate and misteading.

4. Page }51f—Figures which appear to show declining state support for higher
education have been eriticized in a recent paper by Dr. Carol Van Alstyne of the
Amencnn Council on Education.

5. Page 138ff.—Public colleges are seen as playing an e%pecmlly significiint
role in educating students in the $3000-9999 income groups. This is significant
to AASCU beeause the emphasis of the report is so largely on the importauce of
student aid rather than low tuiti~u. Table 4-3a on Dage 141 helps to make the
same point—that much larger percentages and numbers of stndents in every
inconme class, and especially the below-$135,000 classes, are to be found in public
rather than private colleges.

This table also helps to qualify a statement on page 152, that students in every
inconie class have a ‘‘choice of both pul)hc und private colleges. Actually,
while there are many below-$10,000 students in private colleges, the vast majority
of such students attend public colleges. This again demonstrates the importance
of low tuition to lower-income and working class students.

6. Page 143.—A very substantial majority of all nomvhite students aftend
publie colleges. This is even more true if one excludes the traditionally black
colleges. This is important, because some policymakers have suggested that
the needs of nonwhite disadvantaged students are best served by inereasing
student aid rather than by keeping tuition low at public colleges Their needs
are best served, it would appear, by both policies.

Brief Analysis of the report “Financing Postsecondary Education in the
United States” by the National Commission on the Financing of Postsecondary
Education.

[Perspective taken is that of a statewide planner/coordinator or researcher.
This is not a thorough evaluation beeause the report was available to me only
24 hours before these comments went to press and there were many important
changes from early drafts of the report.]

LyyMAN A. GLENNY, 2/12/74.

For the immediate future, this report will accomplish two very important
tasks whieh were not required by the law establishing the Commission. It will
quell some of the fire in the rhetorie currently characterizing the controversy
between leaders of public and private institutions over tnition levels, and it puts
in perspective hetter than hefore the probable consequences of varions financing
proposals whose advocates present a unidimensional viesw of their advantages
and whose opponents tend to do the same for disadvantages.

The public-private controversy gathered considerable momentum after the
Carnegie Comunission and the Council on Feonomic Development reconmmended
increased tuitions in the public institutions in order to divert students to private
ones. The report considers the tuition-level problem In a context which includes
a considerable number of other intervening variables, and thus is able to show
some of the great complexity of causes and effects in student flow among various
types of colleges and universities. The report seems to find some cousequences
unanticipated by either the advocates or opponents of recomnended changes.

Similar results are achieved in the analysis of the eight “proposals™ for finane-
ing postsecondary edueation. No proposal is a replica of an actual one (no doubt
for good political reasons), but onte or more include the major characteristics of
those made by Carnegie, the CED, the Edneation Amendments of 1972, as well as
those of Freeman, Zacharias and others. In each case the expected result may in
fact be one of the outcomes, but it turns out to he only one nmong many results, -
some of which would ereate more mischief than help in solving problems of insti-
tutional solvency, stundent access, and stndent choice.
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The Commission has also provided, for consideration, a list of possible national
‘objectives aud a framework for methodical consideration of policy issues. Not

- niuch that is new will be found in the report for the experienced state and

institutional planner, but much of the conceptnal work may be helpful to political
policymakers, and to institutional governing board members who are likely to be
less systematic in their decision processes than plammers. .

Taking the heat out of the current controversies so that they may be considered
more dispasssionately and objectively in a broad context could be and will be
considered by many to be adequate justification for the year-long tunding of the
Commdssion. So, too, could its attempt to provide national objectives and an
analytigal model. But as a whole, admonishments to obtain better data and to
use it integrally in policy analysis does not provide the direction or the priorities
which Congress and the world of postsecondary education expected—some with
apprehension, others with hope. The only real action recommended by the report
was: 1) for a national information center to be established:.to gather comnpre-
hensive data on postsecondary education and to make it-vreadily available by
reports and telecomputers to researchers and policy analysts, and 2) for insti-
tutions to begin on a vohmtary basis and later to be subjected to the requircment
of reporting unit costs and othier data according to national standards, proce-
dures, and definitions.

The first recommendation grew directly out of the recent reports of national

. HEGIS conferences, of which NCHEMS was the chief sponsor; and the second

one derived from various of the NCHEMS project reports over the past three
years. .

Yet, while the report, as the Chronicle of Higher Education states, is “‘greeted
with support, relief, restrained glee,” it also contains elements that will be
disturbing to both soeial science researchers and to state planners and coordi-
nators, if not others, Some of these elements are found in the report itself
under the title “Comments by Individual Commissioners” on page 359 ff., espe-
¢ially those of Ernest Boyer (p. 361) and of Ruth C. Silva (p. 385). My own
summary of disturbing elements follows: R

DATA BASES AND THE ANALYTIC MODEL

1. The data reported are from a variety of sources, some of which are reliable
aud some not, although the data are handled and presented as if they were com-
patible, comparable, and valid. The same data bases apparently were used to
drive the Commission model and analyze the alternate finance pians. The analytie
resnlts are at times reported to the hundredths of one percent, yet the data
inputs—especially from HEGIS-—have been reported at the annual HEGIS con-
ference as being off by as much as 20 percent or more in several of the major
reporting categories.

2. The assumptions built into the analytic model are far from clear. Indeeq,
anyone who has developed such models or used “qvailable” incompatible data
to test themn knows that literally hundreds of assumptions and arbitrary ad-
justinents must be made, each of which has consequences (some minor, some
major) for the outcomes produced. The reported outecomes on the alternative
plans are thus highly suspect, especially when differences of a few percentage
points are shown. Some of the concern about assumptions may be allayed by the
pending staff report on the analytical model, but it seems unlikely that questions
will be answered relating to the age, accuracy, and compatibility of the data
used.

3. The statistical analyses programmed into the model are not revealed to
the reader. We do not know the degree of simplicity or sophistication of the
technignes which are used, but must assume that those most appropriate for
projecting and for isolating the impact of important variables were employed.
Commissioner Silva questions the methodology. If she is right about the tech-
niques emnployed, then one has added reason, beyond dirty data inputs, to ques-
tion the validity of the results reported in relation to the effects of tuition in-
cre:llses on -enrollments, as well as those reported for each of the alternative
models.

4. The analytic model as well as other analyses in the report use Office of
Education projections of -enrollment. The known historical error in these pro-
jections should give pause to their use for estimating the impact of financing
plans on enrollinent shifts among institutions. Bven the revised Carnegie Com-
mission projections (which I believe will prove over-optimistic) would have
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béen an improvement over those used. At no place in the report does one find
reflected the major downturn in_college-going rates by 18 to 21-year-olds result-
ing in the current leveling of énroliment, especially FTE, while the actual number
of college-nge youth continues to rise. At one point the report seems to say
that it used the trend data on enrollment from 1960 to the present as the basis
for its estimates in the analytical odel. If so, that average will be greatly
skewed toward increases rather than decreases in enrollment, and thus affect
the outcomes of the alternative models. .

5. The analyses of the alternative finance plans make a series of questionable
assumptions, some of which Silva cites. Beyond her reservations is the lack of
analyses in which is introduced consideration of student choice in a period of
declining enrollments such as we have recently experienced. It appears from the
recent record that, while state colleges lose enrollinent, the community colleges
continue to increase. It also appears that the older and more prestigious univer-
sities maintain or increase enrollments regardless of general declines in the
totality of higher education. This point is raised here only to show that the
model is indeed, as Ruth Silva asserts, a “simplistic” one. The report is very
careful to state that data in relation to program change and other institutional
responses to policy change and student enrollment shift are simply not avail-
able and were not considered. Thus, ¢ritical factors known to be determinative as
enrollments turn downward were not included in the assumptions.

While the report clearly states that the analytical model omits these other data
elements, any one ¢f which may be more important to enrollment shifts than
most variables included in the model. it nevertheless proceeds to report the out-
come data in some detail, and to two or more decimnal points. It sums up by
reaching ‘conclusions on each of the plans “analyzed.” Moreover, it provides
“generalizations” ‘about the effects of tuition increases, enrollment shifts, tar-
geted student aid and eligibility ceilings based solely on the outcomes from the
simplistic mathematical model. This is very misleading since so much attention
is given to them in the report and will no doubt lead to great controversy as
other research analysts feed different, but just as valid, assumptions into the
mathematical model. It seems likely that any tempering of argument over
various finance plans will be lost quickly as new analyses are made using the
Commission’s own model. ]

6. The federal governmeént is to contribute funds for the cost of switching to
the standard procedures, and the Commission suggests that the awarding of nn-
defined grants or awards be made on condition that the institution reports its
data and unit costs. Should the system be set up, if at all, on these conditions?

NATIONAYL STANDARDS AND UNIT COSTS

Congress asked the Commission to come up with a plan for standard report-
ing procedures. This the Comiission has done. Yet the call for national gtand-
ards in reporting unit-cost data on which the Coinmission places its greatest
emphasis seems ill-founded for aiding decisionmakers on policy matters, and pos-
sibly detrimental to the interests of particular state systems or even regiouns.

7. At the beginning of Chapter 8 on national standard procedures, the Com-
mission presents various reasons why unit costs will be helpful to poliecymakers.
Yet the report places its emphases in Chapters 6 and 7 on building an analyti-
cal framework and mathematical model without mentioning the role which nnit
costs would or could play. Moreover, the major policy issues of most coneern
to the policymakers are the finance plans, their advantages, disadvantages, ob-
jectives, and possible consequences. The Commission recoguized this, for it
focuses a good dent of its work on these subjects. However, in the analyses
of these major policy mnatters, no mention wrs made of unit costs as being of
great import. Indeed, the Comnission does not show how mit costs would really
help policymakers on such major issues. It does indicate that cost data may be
useful for state and institutional allocations, and would be good for acconmtabil-
ity purposes, providing we had some measures of outcome against which to nse
unit costs. Outcome neasurements other than those already in use seem a long
time away, if we ever do develop some acceptable ones. Thus, for the foreseenble
future the major users of unit costs would continue to be the state coordinators
and the institutional people.

The question which I raise is one of policy. Do the state coordinators want a
national gystem of unit cost reporting with standard procedures? Do state legis-
lators? Why? What use would really be inade of them? I raise these questions
because I believe that the period in onr history when nnit costs could have had
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prime usefulness has already passed, and that those states whieh wish to use
unit costs for allocation und programn purposes have already developed systeius
(in sonie cases the NCHEMS model) for these pnrposes. Illinois, in 1964, was
doing what the NCHEMS proeedures would have other stute systems do in 1974
National standards in some states will eall for major revisions in both the
reporting and aceounting systems of the state institutions. Ave the resulting
standard data going to be worth the trouble and eost? Also, some stite systems
have built into their eost proeednres sets of assummptions which are eontrary to,
or at least at major varianee with, the NCHEMS model. Do those states wish
to adopt different assumptions?

8. Moreover, -the Commission states that the standard unit cost proeedures
now available apply only to the state eolleges and liberal arts institutions, und
not to community eolleges nor to the complex university. It has taken over three
years to develop the procedures now available from a base of experience going
baek 20 years. It seems unlikely that there can be agreement on the allocation of
eosts in the eomplex university. Different vahie systemns and perspeetives—not
technieal problems-—have prevented sueh agreement until the present time, aud
no uew avenues leading to agreement are suggested by the Commission. Assum-
ing that umit-cost proeedures eould be developed for community colleges, would
it be worthiwhile setting up national standard nuit eosts for all institutions save
the universities? What again of the possible ehanges in reporting and aceounting
proeedures, aud the ecowparability of them across all institutions for state
purposes?

9. Lastly, on this point: Unit costs may not be partienlarly nseful in the next
decade or so when enrollments are dropping in many institutions. Falling cnroll-
ments will nmean rising unit costs, but generually, knowledge of those costs are
unlikely to determine whether a program or an institntion eontinnes in existence.
Rather, politieal and soeial determinants will deeide that issue, just as they do
now where unit costs are already known. Too, the new modes, meaus, and teeh-
nologies available for instruction raise many questions as to what a “unit” really
is. Also, the growing number of extended and uontraditional progras. integrally
part of an institntion’s operation, e¢reate problems in validly eonverting such
experienee to eredit hours by various proxies (ot the real thing) aud fietions.
The alloeating of faculty direet costs to the fictional uuit, and then alloeating
overheads to direet costs, beeomes au exercise in futility. Thése trends are
already upon us and seem destined to wmake a greater share of postsecondary
experience little amenable to nuit costing, using current “standard procedures.”
The Commission states in ity reservations about the use of unit costs that “the
eomparable program and activity datu needed to complement and help interpret
per-stndent eost data are uot now available and probably will not be for some
tilme to come (p. 325).” What position should institutions and states take on
the federal adoption of staudard proeedures for reporting nnit costs?

THIH NATIONAL INFORMATION CENTER FOR POSTSECONDARY EDUCATION

10. The earlier drafts of thie Comunission report kept open the question of
wlere the Information Center would be loeated—in or out of the govermment.
The final report does not mention the several options listed iu the carly drafts,
but says that “It is not important that this center be publie or private, a4 new
agency or one that exists now.” The Chronicle of Higher Bducation reports that
tho O has already made a contract with the Rand subsidiary in Santa Monica
to carry out certain undefined duties. YWhat are they ? Ts this in itself not « policy
issue whieh should have diseussion and publie deterinination? It may be that the
contruet is ouly temporary and that the issues will be public, but the report
does not suy so. I believe that the nature, loeation, and powers of the econter
would be of considerable interest to SIIEEQ (state coordinator) metubers, as

“well ns institutioual leaders.

PECHENOLOGY MANAGEMENT INCORPORATED,
Washington, D.C., Fetruary 27, 1974.
Mr. H. REED SAUNDERS,
Deputy Assistant Commissioner of Planning, Budgeting, and Evaluation, U.S.
Office of BEducation, Washington, D.C.

DEAr Mk SAUNDERS : Techinology Management Incorporated (TMT) was asked .
to evalnate the coneeptual soundness of the analytieal model deseribed in Chap-
ter 7 of the report of the National Commission on the Finareing of Postsecondary
Edueatiowu. This letter, our oral presentation on ¥ebruary 25, 1974, and the brief-

: {nz outline of the oral presentation, Attachment A, eomprise TMT’s evaluation
LS
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of the analytical model. Attachment A outlines our evaluation. The important
points in our evaluation are:
* For the limited purpose of emmmmg the impact upon postsecondary enroll-
ment and costs of incremental changes in net student charges (tuition plus com-
pulsory fees minus aid), the model is conceptually acceptable. One can raise tech-
nical objections, but for the limited purposes for which the model is useful, the
objections would not alter the major results.

From a public policy point of view, the model itself is insignificant and it
received far inore attention in the report than it deserves. What is significant, if
true, is the data from economic research studies which. according to the param-

“eters in the model, state that enrollment in the broad institutional categories of

postsecondary education is quite insensitive to changes in the net student charges.
Page 442, footnote 2, lists these research studies.

The model was improperly used to examine the enrollment and cost impact
of large changes in net charges to the student without any caution to the reader
of the report. Neither the linear model structure nor the data in the model justify
such a use of the model.

The analytical model is simple and inexpensive to construct, but appropriate
to its limited purpose. It is an ordinary model to be expected in the support of a
Commission such as this.

The Commission did not really understand ‘the role of 2 model as evidenced
by its naive view of an “ideal” use of 1 model, by its overemphasis upon the maodel.
and by its failure to identify the research results. i.e., the enrollment impact of
net student charges instead of the model, as being significant to public policy.

The description of model purpose, structure, linitations, input data. and out-
put results did not meet standards for publication in a professional journal.

I recommend the following :

The model be removed from any computer system to prevent its use by people
who lack understanding of models and their limitations.

A report describing the model in detail be written and a listing and machine-
readable source code be stored in the archives of the National Commission.

Resgearch into the determinants of student enrollinent be continued and exist-
ing results be confirmed or replaced.

This was a most mtex‘estmg assignment. We trust that the evaluation will be
of use to you.

Very truly yours,

CARrL V. SwWANSON.
Enclosure. .
. ATTACHMENT A

QUTLINE

Review of the Analytical Medel from Report of the National Commission on the
Financing of Postsecondary Education

I. The Analytical Model and the Analytical Framework described in the report
are separate and very different.
I1. Descriptions of the Analytical Model

1. Simple representation of how student enrollments by 11 income classifica-
tions change with net charge to students in- 9 different categories of post-
secondary education. However, the table on page 236 lists only 3 income
categories.

2. Linear representation of price impact on enrollment implies that the
model can be used only for incremental analysis, i.e., to examine the enroll-
ment impact of modest changes in the net charge to students. While I can’t
defend the number without further analysis, modest seems like $300 or less
to me or up to $300 for high tuition schools.

3. Steady state model—the 1977 and 1080 representations are misleading.

4. Limited Purpose

a. investigate enrollment and institutional cost impacts of alternative
financing plans.

b. ineremental financing program change.

c. broad category analysis.

5. Data on effect of net charges is apparently satisfactory (from a limited
sample), but impaet of work-study and loan programs upont enrothnent is
unknown.

6. Postsecondary institutions are represented in 9 hroad categories which
do not examine considerable differences in student body. finances, or purpose
among the institutions that make up the category.
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